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. 1871 Safety Paper was invented and introduced 
by George La Monte, the founder of our Company 


From that time onward, through constant tescarch 
and improvements in formulae and manufacturing 
methods, our products haye been bist 
“present state of effectiveness. 


We like. to feel that “she protection of che | 


















LETTERS 


And See Page 15 


Srrs: Since you were kind enough 
recently to publish a small contribution of 
mine on the general subject of banking and 
national defense possibly you will be 
interested in seeing a copy of our bank’s 
most recent advertisement pledging our 
fullest credit support for the defense 
program. 

We published this advertisement be- 
cause we felt that our national defense 
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effort presents a challenge to America’s 
banks to provide abundantly the various 
kinds of credit needed to assure that no 
proper factor in the defense program suffers 
from lack of adequate credit facilities. The 
excellent reaction we have had to the 
advertisement confirms us in this view. 


RUSSELL G. SMITH, 
Executive Vice-president, 
Bank of America N. T. & S. A., 
San Francisco, California 
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Retail Sales Paper 


Strs: Will you please let me know 
where I can obtain a copy of the pamphlet 
covering the first complete census of the 
sales finance business released by the 
United States Bureau of the Census? 
This was referred to in an item on page 19 
of the November issue of The Burroughs 
Clearing House. 

G. T. SpetriGuE, President, 

Time Plan Service Corporation, 
New York City, N. Y. 


Editor’s Note: From the Superintendent 
of Documents, Government Printing Office, 
Washington, D. C. The price, 10 cents 
a copy. 

+ ¢ * 


Promoting Bank Service 


Strs: We believe that you will be 
interested in hearing about the plan that 
we used in distributing the proceeds of our 
1940 Christmas Club. 

Instead of mailing the customary Christ- 
mas Club check, we presented each club 
member with a book of five checks to be 
used by him to draw against his balance in 
the Christmas Club account. The check 
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The Legions of Credit 
are Mobilized 


Behind the vast production machine of national defense, now begin- 


ning to mesh into gear, stand billions of credit dollars mobilized in the 
commercial banking system of the nation. 


This great army of credit dollars assures industry of sufficient funds 
to meet the demands of our national defense program. It answers the 
call to service at costs to the borrower lower than ever before in the 
nation’s history. 


The Chase National Bank, in its relationships with correspondent 
banks throughout the country, is earnestly cooperating in the effort 
to make our “dollar army” effective and useful, to the end that the 
needs of the nation may be met swiftly and fully. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
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book was enclosed with a letter which 
explained the use of the checks, and the 
advantages of our special service. 

We believe we are the first bank to use 
this plan. Naturally, it is our hope that 
the plan will induce people that have never 
had occasion to sign checks to familiarize 
themselves with this service, and induce 
them to want to use it permanently. 

Our Christmas Club in 1940 consisted of 
1,550 Club members, to whom we distrib- 
uted $53,000. 

GeorGe A. Heaney, Comptroller, 

The Franklin Square National Bank, 
Franklin Square, Long Island, New York 
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Savings Bank Campaign 


Srrs: An unusual advertising campaign, 
to sell the idea of financing purchases by 
means of savings is now being run in 
Minneapolis by the Farmers & Mechanics 
Savings Bank. 

The campaign, 
prepared by Bat- 








The speaker ten, Barton, Durs- 
that never spoke 


tine & Osborn, 
Inc., consists of 18 
newspaper adver- 
tisements and is of 
the story-telling 
type. It will run 
for 36 weeks with 
insertions alter- 
nating between 
the city’s two dai- 
lies which have a 
combined circula- 
tion of nearly half 
a million. 

In each of the 
three-column, 
page-deep inser- 
tions, an —— 
is given of the 
advantages of 
accumulating sav- 
ings with which to 
make purchases. A 
college education, 
a honeymoon, a 
new car, a piano, 
taxes are among 
the objectives for 
saving presented 
in the advertising 

Publication of 
the advertisements is timed with the sub- 
ject, when timing is a factor. For in- 
stance, one newspaper ran the advertise- 
ment linked with taxes just before the 
October payment deadline; the other will 
carry it when taxes fall due again in May. 

The pictures are not “‘canned” material, 
but are taken especially for the advertise- 
ments. Pictures purporting to be bank 
scenes are the genuine article, and actual 
employees are posed. 

Officials of the bank are receiving much 
favorable comment from the advertising. 

Farmers & Mechanics is the largest 
mutual savings bank west of Cleveland. It 
has assets of $72,000,000, and deposits of 
$67,000,000. Thomas F. Wallace is chair- 
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man of the board, and Henry S. Kingman 
is president. 
GRACE K. PLANT, 
Minneapolis, Minnesota 
r * * 


Abreast of Trends 


Strs: We find your magazine of sub- 
stantial value in keeping abreast of trends 
in operation and equipment used through- 
out the country. 

Joun H. RANDOLPH, President, 

First Federal Savings and Loan Association, 
Richmond, Virginia 
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In the TREND of BANKING 





Defense Financing Live Topic 
at Regional Conference 


Fort Worth, Texas, center of a great 
cattle country, lassoed a live delegation 
of bankers from ten southern and south- 
western states on December 5-6, for an 
\. B. A. regional conference built around 
the theme: “Improved Banking Service 
Through Effective Co-operation,” and, 
appropriately, featuring a “‘credit round- 
ip 


Perhaps outstanding in interest to the 
delegates were the discussions centerin 
iround national defense financing, an 
\. B. A. President P. D. Houston spoke 
warningly on the subject, saying: “The 
defense program presents a real challenge 
to the system of free enterprise. To con- 
vert a peace time economy into a defense 
program economy, approaching a war 
economy in character and magnitude,’ re- 
juires great sacrifice, patience and effort. 
it will call upon us to make many extra 
efforts to put aside many preconceptions in 
order that we may place the credit facili- 
ties of our institutions at the service of 
defense activities speedily.” 

it is not enough that banks merely adopt 
1 passive or receptive attitude toward this 
type of business, declared President Hous- 
ton. ““We must aggressively seek defense 
loans,” he maintained, “and when we 
receive applications beyond the capacity 
of our individual institutions to handle, 
we must take them in participation with 
other lending institutions, or otherwise 
issist the borrowers in securing necessary 
credit.” 

Fred F. Florence, president of the 
Xepublic National Bank, Dallas, and a 
member of the A. B. A.’s new Committee 
on National Defense, was one of the par- 
ticipants in the “credit round-up” section 
of the program and further discussed the 
subject of defense financing. He stressed 
its importance to banks and the national 
economy, and outlined plans for a series 
of special meetings to be held under the 
auspices of the Committee on National 
Defense to iron out financing details. 

Two other types of lending activity— 
tield warehousing and consumer credit— 
were also discussed as part of the “credit 
round-up.” Other sessions were devoted 
to agricultural credit, public relations, and 
developing new business. 

The preparedness program again came 
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Part of A. B. A. official family at Fort Worth conference 


in for altention at the. public meetin 
which climaxed the conference, and whic 
was held in the Fort Worth municipal 
auditorium. Dr. O. C. Carmichael, Chan- 
cellor, Vanderbilt University, Nashville, 
Tennessee, spoke on “‘Leadership and the 
National Defense,” citing the responsi- 
bility of bankers and other civilian leaders 
to devote their energies and influence 
toward combating the revolt against 
democratic ideals. The program also 
included a joint song recital by Margaret 
Speaks and Conrad Thibaut. 

The Fort Worth conference marked the 
start of the sixth year of the A. B. A. 
regional conference program, some 15,000 
bankers having attended the previous 
meetings. Two other conferences are 
planned within the near future, one at the 
Waldorf-Astoria Hotel in New York City, 
March 5-7, and the other at the Brown 
Hotel in Louisville, Kentucky, March 
20-21. 

Another important A, B. A. meeting 
which looms ahead is the Mid-Winter 
Trust Conference, also at the Waldorf- 
Astoria in New York City, February 4-6. 
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Presidential homes exhibit promotes ideal of home ownership 


Window Display Features 
Presidents’ Homes 


The Franklin Society for Home-Building 
and Savings, 217 Broadway, New York 
City, has had many unusual window dis- 
plays that have won for the institution wide 
comment and publicity. One of the latest 
consisted of drawings and photographs, 
grouped chronologically, of the homes of 
the thirty-one presidents of the United 
States. 

These were tied up with the recent 
presidential election, giving the display a 
particularly timely interest. One detail 
which added to this was the 32nd panel in 
the exhibit, which was left blank except 
for a large question mark and the numerals 
1941-45. Another feature was a display 
of buttons, badges and novelties used in 
former presidential campaigns. 

The focal point of interest was a photo- 
graphic enlargement of the White House. 
around which were grouped color prints of 
the various public rooms in the official 
presidential mansion. 

About four months were required to 
collect the material and assemble it into a 
display, as it was necessary to contact 
historical societies, museums, patriotic 
organizations, and even direct descendants 
of several of the presidents, since the 
illustrations of the presidents’ homes or 
birthplaces were available from no one 
single source. 

An advertising message incorporated in 
the display directly linked it with The 
Franklin Society’s basic function of selling 
thrift and home financing. 


° Sd e 


Texas Institution Makes 
a Survey of Itself 


For over twenty years the Mutual 
Deposit & Loan oe oe a savings and 
loan association, had been doing business 
in Austin, Texas. Starting out with 
$2,750 in cash in 1920, it had grown to 
$2,250,000 in assets in 1940 and was serv- 
ing 15,000 persons in the community. It 















had made money from the beginning, and 

had suffered practically no losses. 
However, the officers of the institution 

were not satisfied. They reasoned some- 


thing like this: ‘‘Austin has a population 
of nearly 90,000 people, and most of them 
are making more than a living. Why 
aren’t they saving with us? Is our adver- 
tising worthless? Haven’t they ever heard 
of us in all these twenty years ?” 

The matter was put up to the board of 
directors. Some of them thought the 
institution was doing well enough. None 
offered anv criticism, but finally one of the 





The Fort Dodge National Bank, Fort Dodge, lowa 





Two interesting examples of bank architecture, featuring advanced lighting, glass brick, and air conditioning 


directors suggested thal a survey be made, 
Gallup style, as to how the community 
regarded the Mutual Deposit & Loan Com- 
pany and what they really knew about it. 
The idea found favor and an appropriation 
was made. What the survey revealed was 
somewhat of a shock! 

The company handling the survey 
approached nearly 400 people and recorded 
their answers. The —— was made to 
contact —e of every walk of life—poor, 
average and above average in income, four 
different age groups, men and women, 
home owners and renters. A house to 
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New Branch office, National Shawmut Bank of Boston 





































PLAIN FACTS 


This bank provides the best 
collection service it is possible to 
give. It has complete knowledge 
of New England business and 
credit conditions. ... These plain 
facts are reflected in our service to 
banks in all parts of the country. 


We cordially invite your inquiry. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET -~ 


Member Federal Deposit Insurance Corporation 


BOSTON 
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house canvass was made covering every 
section of the city. In this way, the survey 
of 400 out of 90,000 persons was believed 
sufficient to give an approximately correct 
percentage. 

One of the first questions propounded 
was: “Do you know what the Mutual 
Deposit & Loan Company is?” Nearly 
17 per cent thought it was a savings and 
loan association or real estate lending 
pre ay 7.6 per cent thought it was a 
savings bank; 22.1 per cent thought it was 
both. But 51 per cent did not know. 

The inquiry was pursued further with 
the question: ‘“‘Do you happen to know 
where it (meaning the Mutual) is located?” 
Only 38.8 per cent gave the correct block; 
13.1 per cent gave the correct street; 4.1 
per cent gave the town; 5.8 per cent gave 
the wrong address, and 38.2 per cent did 
not know. 

Thus the survey indicated that 51 per 
cent of the people of Austin do not know 
what the Mutual Deposit & Loan Com- 
pany is, and 38.2 per cent do not know 
where it is. 

Another question asked was: “Suppose 
you were going to build or buy or remodel 
a home and you felt you needed additional 
money. Where would you go to borrow 
it?” Nearly 26 per cent gave the answer. 
“bank”; 18.3 per cent said FHA; 15.5 per 
cent said a savings and loan or other real 
estate lending agency, but 31 per cent said 
they did not know. 

As to the use to be made of the survey, 
President Frederic C. Morse states: “Now 
that we have our information the proper 
pee would seem to be to put it in the 

ands of an advertising expert who can 

rescribe for us. That is our next step. 

e may tell us to use more newspaper 
space, put up more billboards, send out 
more letters, or use the radio more. He 
may advise us correctly and he may not. 
We may spend a lot of money and find out 
that you cannot force business—that . it 
only comes after long years of fair dealing 
with the people of your community. 

“‘We are doubtless in the same position 
that thousands of other banks and savings 
and loan associations are today. The idea 
has probably not occurred to many of them 
that there is a way to get themselves before 
the people so that they will grow much 
faster without hurting their reputation for 
conservatism. Some executives are clever 
enough to work out such a plan and their 
institutions grow accordingly; others take 
two years to do what they should do in one. 

“Under any circumstances, unless a 
bank or a savings and loan association has 
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all the business it can handle, it would be 
very much to its interest to have a survey 
made and find out what the public really 
thinks about the institution. The cost is 
not great and it might be an eye-opener to 
some of the executive officers who may 
think, ‘Oh, everybody knows us. Why, 
we’ve been here twenty years!’ Then when 
the cold hard facts come in and they sud- 
denly find that a large portion of the com- 
munity never heard of them, it may be 
that they will decide it’s time to go to 
work to change that condition.” 


e e e 


Detroit Bank Speeds Up 
Window Service 


‘Taking a cue from the fast handling ol 
long lines in front of box-office windows, 
The Detroit Bank has installed in one of its 
branches automatic cashier equipment with 
special theater-type chutes that carry 
change from the machines at the tellers’ 
windows to a receptacle directly in front 
of the customer and outside the cage. 

While under a program of standardiza- 
tion and replacement begun several years 
ago, every teller’s window in the main 
office and all the branches of The Detroit 
Bank now has automatic cashier equip- 
ment, the new units which deliver change 
directly to the customer are believed to be 
even faster. “It is our belief that this 
machine will speed up the handling of cus- 
tomers, particularly in branches where long 
lines form at the tellers’ windows and 
where there are a lot of pay roll checks to 
cash,”” states Assistant Cashier Julian Hall. 
“It eliminates two of the motions which a 
teller must go through when the automatic 
cashier delivers the coins to him instead of 
directly to the customer. These two mo- 
tions are (1) reaching into the receptacle 
and taking the coins in his hand and (2) 
passing them out through the wicket and 
placing them on the deal tray. 

“The question might be raised as to 
whether or not delivering change directly 
to the customer without first checking it 
might result in shortages due to errors. We 
believe this to be of little concern because 
the operation of the machine itself has been 
developed to an extremely high degree of 
reliability and the occasions on which the 
teller pushes the wrong key should be very 
infrequent. These machines have been 
used at moving picture houses for a long 
time and there is no reason why they 





Chute delivers change to customer 


should not work equally well in a bank.” | 


The Detroit Bank now has 115 auto- 
matic cashiers, on which only one key need 
be pressed to make change for any part of 
a dollar, in contrast to the older style units 
where it is sometimes necessary to push 
several keys to obtain the change required. 
A further improvement has been made by 
standardizing the type of machines used 
in any one branch, so that tellers can shift 
from one machine to another without 
difficulty. 













WELLS FARSO || 
MESSENCER: 

















JULY, 1040 











eee ee ere Tee eee Se SE ee 





. . . draws staff closer together 


On the Value to a Bank of an 
Employee Magazine 


Directing the publication of an employee 
magazine can be made one of the more 
interesting and valuable tasks of the bank 
advertising man, according to ar 
Dawson, advertising manager of the Wells 
Fargo Bank & Union Trust Co., San Fran- 
cisco, California. He writes as follows: 

““An emplovee magazine can increase the 


5 


interest of employees in their institution; 
it may furnish source material for publicity 
in banking and local publications; and its 
editing can be a lot of fun. ainst these 
advantages, the cost is relatively small. 
Our “Wells Fargo Messenger,’ a sixteen- 
page two-color job, with a 64% by 934 page 
size, costs between $200—$250 for an issue 
of 1,000 copies. A smaller press run would 
cost somewhat less, but even at $250 the 
cost per issue to any bank with 100 em- 
ployees or more certainly is not out of line 
with the cost of a moderate-size newspaper 
display advertisement. 

“‘Where banks do not publish employee 
magazines, I imagine that the reason may 
often be other than that of costs. At 
least, with us, we debated for some time 
because we were not sure of the amount of 
work involved. When one thinks of a 
magazine, the thoughts of monthly publica- 
tion dates and deadlines and struggles to 
get copy in on time naturally follow. We 
got away from these production problems 

the simple expedient of publishing on a 
when-ready basis. We plan to publish 
about every two months, but on no specific 
date. We make no commitments in 
advance; when our copy is ready we go to 
press, and not before. 

“Other than our desire not to be pushed 
to meet a deadline, our flexible publication 
date is dictated by a wish not to pad our 
pages with uninteresting and inappropriate 
material. We wait publication until we 
have interesting and contributed material. 
The advertising department does not do 
the writing; most of it is done by the 
employees themselves. 

“Five of the sixteen pages are devoted 
to standardized features, handled by the 
editors. The front cover carries a picture 
from the Wells Fargo Historical Collection. 
The inside front cover carries the masthead 








Typical installations of 
custom-built and stock 
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MODERN, ATTRACTIVE BUILT-T0-ORDER 
EQUIPMENT FOR YOUR “BUSINESS HOME” 


If you plan to modernize your office, we want to serve you as we have 
served many building and loan associations, banks and financial insti- 
tutions. We will welcome an opportunity to study your requirements 
and recommend “‘built-to-order’’ wood or steel equipment and record- 
keeping systems that will increase efficiency and make possible better 


Consult our local dealer or write direct to us for more information. 


She Globe-Wernicke Co. .. 








CINCINNATI, O. 
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The Ho-Hong Bank, Batavia, which serves ao Chinese population 
totaling 2,000,000 in the Dutch East Indies 


and usually a box telling about the cover 
picture. The inside back cover is a vital 
statistics page, ‘““About Ourselves,” listing 
new employees, resignations, illnesses, etc. 
The middle inside spread carries the pic- 
tures and personal preferences of twenty 
employees, whose names are drawn by lot 
for each issue. 

“This leaves eleven pages available for 
other pictures and about 5,000 words of 
copy. This is not a lot considering that, 
almost literally, we have the whole world 
to draw from, for we are not restricted to 
banking. Instead our subjects are the 
‘extra-curricular’ things in which Wells 
Fargo people are interested. We have been 
using an article on someone’s hobby about 
once an issue. Frequently one of the staff 
takes an unusual vacation and tells about 
it in a few hundred words. Other articles 
are drawn from outside the bank, perhaps 
telling about one of the city’s outstanding 
industries. And, of course, there is always 
a wealth of short items about happenings 
around the bank, employee club activities, 
and the like. 

“We try to have lots of illustrations, 
which isn’t too much of a problem, since 
the world these days is full of amateur 
photographers, many of whom do extra- 
ordinarily good work. 

“Our “Wells Fargo Messenger’ does not 
strive primarily to educate or to inspire, 
but mainly to draw the staff closer to- 
gether by letting each one know the inter- 
ests and doings of the others.” 


° + + 


Mortgage Clinic Considers 
Defense Housing 


Two hundred and fifty bankers from 
(hio, Southwestern Michigan and _ the 
western counties of Pennsylvania and West 
Virginia attended the Real Estate Mort- 
gage Clinic held December 12-13 at the 
Hotel Statler in Cleveland. 

The Clinic was sponsored by the A.B. A. 
Savings Bank Division, of which Roy R. 
Marquardt, vice-president, First National 
Bank of Chicago, is president. The pro- 

ram was under the direction of Dr. Ernest 
M. Fisher, director of the A. B. A.’s 
Department of Research in Mortgage and 
Real Estate Finance. 

The purpose of the Clinic was to give 
bankers practical knowledge of scientific 


research in the mortgage lending field, and 
to provide opportunities for mutual dis- 
cussion of vital topics. Particularly timely 
was the discussion, lead by Joseph M. 
Dodge, president, The Detroit Bank, on 
effects of the defense program upon the 
mortgage market. Other subjects covered 
were: Insured mortgages, procedure for 
Judging the quality of proposed new mort- 
gage loans, operating reports of the 
mortgage loan department, and competi- 
Lion in mortgage loans. 

A somewhat similar working conference 
on the subject of consumer credit will be 
held at the Hotel Statler in St. Louis, 
Missouri, April 23-25, it is announced by 
Walter B. French, in charge of the A. B. A. 
consumer credit department. This meeting 
will be national in scope, and it is hoped to 
attract those charged with operating de- 
tails as well as those concerned with 
business development. 


e . 


Advertising Series Features 
**Friendly Dollars’”’ 


A series of illustrated bank advertise- 
ments entitled “Friendly Dollars,” flexibly 
designed for the use of banks in advertising 
personal, life insurance, commercial, FHA- 
insured modernization, mortgage or auto- 
mobile loans, has been developed by Albert 
Frank-Guenther Law, Inc., New York, for 
commercial and savings banks. 

The series, which features animated 
dollars in various life situations, is stand- 
ardized only as to illustrations and border 
effects, copy being supplied to individual 
banks in typewritten form in accordance 
with the types of loans made. A series of 
illustrated folders carrying out the same 
theme has been designed as merchandising 
pieces. 

. . + 


A. B. A. Loan Survey Reveals 
15 Per Cent Increase 


According to figures recently quoted by 
P. D. Houston, president of the American 
Bankers Association, less than half of the 
nation’s commercial banks made 13,642,673 
credit extensions totaling $20,953,584,028 
to business firms and individuals during 
the first six months of 1940. The encourag- 
ing and impressive results from the 
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association’s latest semi-annual bank lend- 
ing survey were compiled from reports of 
6,203 banks, or 43.3 per cent of the 14,650 
commercial banks to whom questionnaires 
were sent. 

The loan figures showed an increase of 
15 per cent or 1,795,000 in the number of 
credit transactions by a similar number of 
banks over the same period of 1939, and 
an increase in dollar volume of $2,427,000.- 
000 or 13 per cent. The distribution of 
loans was reported as follows: 7,331,097 
new loans totaling $12,253,628,581; 6,134.- 
178 renewals of loans totaling $8,246,301.- 
825; and 177,398 new mortgage loans total- 
ing $453,653,612. 

An analysis shows that 17,054 loans 
were made during every banking hour in 
the first six months of 1940, as against 
14,810 loans an hour during the corresponi- 
ing period in 1939. 


e e B 


National Safe Deposit Conven- 
tion in Buffalo 


The National Safe Deposit Convention 
and the annual meeting of the National 
Safe Deposit Advisory Council will be held 
this year at the Hotel Statler in Buffalo. 
New York, May 22-24. Details of the 
program are not yet available, but some 
400 to 500 delegates are expected to attend 
from all parts of the United States and 
Canada. 

e e * 


Disadvantage of a One-Man 
Bank and Trust Company 


The recent death of Alexander H. Alex- 
androff in his lower east side New York 
office created a tangle which may take 
many months to straighten out, much to 
the discomfiture of his several hundred 
clients, for whom he was in the nature of a 
one-man bank and trust company. 

His clients, mostly foreign-born with a 
very poor knowledge of the English lan- 
guage, came to “Uncle Alex’? with their 
deposits, deeds, etc., in addition to using 





International News Photo 


. . . problem for the police 


him as a post office for sending and receiv- 
ing a mail. 

The difficulty with this personalized 
service came to light with the death of 
“Uncle Alex,’ for it developed that he 
kept no filing system. The police, shown 
in the action above, are faced with the 
problem of sorting out and identifying the 
23-year accumulation of bank books, legal! 
papers and letters while the clients clamor 
outside. 
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. . - President Wente participates 


Bank Takes Advantage of 
National Apple Week 


Heavy lobby traffic was the rule at 
Central Bank, Oakland, California, during 
National Apple Week. Many crates of 
apples from the Sebastopol region of 
Northern California were placed in the 
lobby, and a life-size cut-out figure of an 
orchardist invited the bank’s patrons to 
‘Please have one.” 

President Carl F. Wente of Central 
Bank is shown in the accompanying pic- 
ture, taking advantage of the opportunity 
to participate in the bank’s public relations 
xrrogram. Like a wise executive, he is 
ooking to the future by making special 
friends with the youngest patron present. 
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Synopsis of New Books on 
Financial Subjects 


INVESTMENT BANKING UNDER 
THE SECURITIES AND EXCHANGE 
COMMISSION, by T. Kenneth Haven. 
Published by the University of Michigan 
Press, 311 Maynard Street, Ann Arbor, 
Michigan. $1. 

This survey makes a detailed study 
and analysis of the costs of distributing 
security issues and of the risks to the 
underwriter. It discusses competitive 
bidding for securities, private placements, 
investment bankers’ options, and types of 
underwriting commitments. 

The study concludes with a number 
of suggestions regarding possible changes 
and improvements in investment banking 
techniques. It suggests definite methods 
by which investment bankers and the SEC 
might collect more complete information 
on the problems and compensation of the 
investment banker, to the end that the 
important function of security distribution 
may be more fully understood. 154 pages. 


INDUSTRIAL BANKING COM- 
PANIES AND THEIR CREDIT PRAC- 
TICES, by Professor Raymond J. Saulnier 
of the National Bureau of Economic Re- 
search and Columbia University. Pub- 
lished by the National Bureau of Economic 
Research, 1819 Broadway, New York. $2. 

The expanding activities of the industrial 
banking companies, which have brought 
them into increased competition with other 
lending agencies, are traced by Professor 
Saulnier in this 192-page study, the sixth 
in a series being issued by the National 
Bureau of Economic Research on the sub- 
ject of consumer installment credit. 

The stress of competition in the money 
markets, says Professor Saulnier, has 
brought about a great change in the 


poses and problems of the industrial 
anks during the last four or five years, 
gags to —, their lending serv- 
ices. hile originally they dealt almost 
exclusively in co-maker loans, nearly all 
of them now make single-name loans and 
loans on collateral security. They are also 
engaged in the financing of retail install- 
ment sales, especially of automobiles, and 
some ——- have begun to make a 
substantial volume of commercial loans. 

Industrial banking companies have like- 
wise branched out in their non-lending 
services, Professor Saulnier points out. 

While this diversification has brought 
industrial banking into a keenly competi- 
tive field, earnings of Morris Plan com- 
panies which fell to 3 per cent of total 
equity account in 1933 rose to nearly 
14 per cent in 1937, according to Professor 
Saulnier. He also presents statistics as to 
average loan sizes, maturities, volume, and 
losses, and there is an analysis of the kinds 
of borrowers served, the methods used to 
obtain business, the sources and uses of 
their funds, and the risk involved in loans 
to different types of borrowers. 


e e 


Aid to Better Insurance 
Coverage Prepared 


Publication of a new digest of bank 
insurance designed to help banks review 
and improve their insurance coverage is 
announced by James E. Baum, secretary of 
the Insurance and Protective Committee 
of the American Bankers Association. It 
is expected to be ready for distribution this 
month. The digest will contain: 

1. A condensed schedule of insurance 
contracts designed to cover risks peculiar 
to banking, and other forms to give banks 
a broad picture of the numerous insurance 
forms now available and guide them in 
Ss the relative importance of the 
different coverages. 

2. Analyses of blanket bonds, fidelity 
bonds, burglary, robbery, forgery and other 
coverages chiefly applicable to banks. 

3. Brief descriptions of other contracts, 
outlining coverages that omny not only to 
banking, but also to other lines of business. 

4.. Comments on insurance essential in 

handling personal trusts and estates and 
corporate trusteeships, which are impor- 
tant functions in many banks. 
5. Outline of customers insurance per- 
taining to commercial loans, commodity 
and consumer loans, security transactions, 
depositors forgery risks, etc. 

The new digest will contain more than 
130 pages and will provide an up-to-the- 
minute analysis of insurance protection. 
Copies will be available from the Insurance 
and Protective Department of the Ameri- 
can Bankers Association at 22 East 40 
Street, New York City, at $1.50 each in 
stitch binding or $2.00 in loose-leaf binding. 
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New Booklet on Personal 
Money Management 


A new manual entitled ‘‘Personal Money 
Management” has been prepared by the 
Savings Division of the American Bankers 
Association and will be ready for distribu- 
tion by January 1, it is announced bv 
Roy R. Marquardt, the division’s presi- 
dent, who is vice-president of the First 
National Bank of Chicago. 

The manual, in booklet form, is designed 
to serve as a guide for wage earners in 
obtaining better control of their income 
and expenses and serves also as a reference 
book for bankers in advising their cus- 











tomers about personal finance. 


PEP UP 
your 


PAPER WORK 





WINCHESTER 
LEDGER 


(50% Cotton Fibre Content) 


for hard-working forms 
Most records and forms that lead a 
short but strenuous life require a 
paper of 50% cotton fibre content 
grade. Whether you are now using 
this grade or not, you will see a big 
difference in the speed and eff- 
ciency with which typed, machine- 
entered or handwritten paper 
work is handled if you change to 
Weston’s Winchester Ledger — the 
paper for hard-working forms 
made by the Leaders in Ledger 
Paper. Ask your form supplier. 
He'll agree, “If it’s a Weston ledg- 
er paper, it’s a better ledger 
paper.” Then put your next lot of 
forms on Winchester Ledger. 


BE A BETTER PAPER BUYER 


Read Weston's Papers, a special pub- 
lication packed with news, ideas 
and information of special interest to 
paper buyers. Sent free on request. 
Address, 


BYRON WESTON COMPANY 
DALTON: MASS: Dept. D 
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“Your BANK NEEDS INVENTORY LOANS” 


If YOUR Bank is looking for more sound 
loan business it will pay you to investigate 
the possibilities for profit offered by in- 
ventory paper. Check your customers’ 
statements for those listing marketable in- 
ventories and you uncover a rich vein of 
potential loan business. Lawrence System 


issues warehouse receipts against such 
inventories, protecting your interests; the 
goods stay right where they are; you get 
more secured loans and your customers 
get more working capital @ Write today 
for free booklets telling how YOUR Bank 
can add profitable loans to its portfolio 


ah. TD. Chibson, President 


CREATING COMMODITY PAPER AGAINST INVENTORY 


ANGELES: 1020 W. P. Story Building. + Buffalo + Boston +» Philadelphia » Kansas City, Missouri + St. Louis 
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Under Mr. Bimson's leadership during the past seven years, Valley National Bank has had exceptional growth 


Bankinge's Big Problenr 


... lt is constant adjustment to economic and social changes, says 
Mr. Bimson, who cites his own bank’s revamped methods and policies 


HE history of the Valley National 

Bank for the past seven years is, 

to a considerable degree, a story 
of constant adjustment to Arizona’s 
ever-changing economic and social con- 
ditions, as they have applied to us. 
Policies, methods, yes, even certain 
basic philosophies which we had five 
years ago have been completely re- 
vamped. It seems very likely that at 
the end of the next five-year cycle we 
will again have made just as many re- 
adjustments. Of course, meeting these 
changing conditions constitutes the 
big problem of every country bank. 
Our installment credit set-up is a 





By 
WALTER R. BIMSON 


President, Valley National Bank, 
Phoenix, Arizona 


fair example of our efforts to meet new 
needs with new methods. We entered 
the installment field with the first 
FHA program because we believed 
that there was ahead of us a declining 
demand for commercial credit and 
because we felt that such a program 
would fill a most important Arizona 
need. When we started we knew little 


about this type of lending. We 
approached this new credit cautiously 
and fortunately our experience from 
the beginning was favorable. As a 
result, we decided to branch out in 
other avenues of retail credit. 

Our next endeavor was in _ the 
financing of automobiles, having by 
then adjusted ourselves to a retail 
lending point of view. Arizona, with 
an area about equal to that of New 
England, New York and New Jersey 
combined, has a population of only 
500,000. Except for Phoenix and 
Tucson there are no towns exceeding 
12,000 inhabitants, and there are only 
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The rapidly changing banking picture calls for alert management* 


a few automobile dealers possessing 
substantial resources. When we faced 
the choice of financing automobiles 
through dealers or directly to the 
public, certain conditions seemed to 
point to the latter as the more sound 
approach. While floor planning and 
financing through dealers is the method 
followed by many banks and by all of 
the larger finance companies, it pre- 
sented certain problems which we 
chose to avoid. Had we decided to 
operate in the usual way, we doubtless 
could have secured most of the busi- 
ness originating with the larger dealers 
in the state. Had we done this, how- 
ever, the finance companies’ operations 
would have been too low in volume 
to be profitable, in which case they 
might have withdrawn from Arizona 
entirely. Such a withdrawal would 
have led inevitably to one of two 
things: either, as a state-wide bank 
we would have had to take all the 
automobile paper from all Arizona 
dealers, or the gross volume of auto- 
mobile financing in Arizona would 
have been substantially curtailed. In 
the first instance we would have 
loaded our portfolio with paper we 
shouldn’t have, and in the second, the 
trade generally would have been handi- 
capped. We, of course, wanted neither 
result. Hence we decided we would 
make automobile loans direct to the 
individual car buyers. As a result. 
the finance companies have kept the 
larger portion of the business because 
they held the dealers and, at the same 
time, we obtained a fair share also. 
The operation seems to be working 
out very well and while we would like 
more automobile loans, we have not 


*Left to right: Vice-presidents H. L. Dunham, F. 
S. Lee, G. C. Taylor, President Bimson, and Vice- 
presidents C. H. Tinker and C. A. Bimson. 


been highly competitive and_ the 
general activity in the state has not 
been hurt as it might otherwise have 
been. Another advantage of our 
policy is that we have continued to 
keep the friendship of the finance 
companies, most of which have sub- 
stantial accounts with us. 

Briefly, then, an examination of this 
phase of our installment loan policy 
brings to light these facts: we entered 
the field because the general commer- 
cial loan demand was light; we 
shaped our policy to fit the geography 
and economy of the state by entering 
into a new branch of installment 
credit. In a sense we did not make 
our policy at all. It was made for us 
by existing conditions. 

When we entered the equipment 
financing field our knowledge of retail 
credit had broadened _ considerably 
because of our experience with FHA 
and automobile financing, and we 
were prepared to extend the scope of 
our service. We built and offered as 
many plans as sales agencies, with 
special problems of their own, war- 
ranted. For instance we have no 
fixed set of rules governing terms on 
the financing of household equipment 
and appliances. We make no attempt 
whatever to dictate to any dealer how 
his sales should be handled. Within 
the bounds of sound banking practice, 
the dealer can write his own ticket. 


UR job, as we see it, is to mold the 

services of the bank to the needs of 
the various communities we serve, and 
not vice versa. We feel this to be par- 
ticularly true because of the position 
we hold in Arizona. Operating a sys- 
tem of nineteen branch offices, located 
in all parts of the state, and holding 
approximately half of the state’s 


banking resources, we can never change 
our fundamental banking policies with- 
out carefully considering what its long- 
range effect will be on Arizona as well 
as on ourselves. In many cities, and 
in most states, an individual bank can 
decide to stop making loans and no 
one will be greatly hurt because other 
lenders will come in to fill the gap. 
But if we should cut off our credit 
facilities it would seriously hamper a 
large number of businesses in the area 
that we serve. 

As a case in point, we found some- 
time ago that we were getting too 
many FHA mortgages and we decided 
upon certain limits for these holdings. 
But, because of our position in the 
field, to have refused to take on more 
mortgages would have resulted in 
lessening real estate activity generally 
throughout the state. To get around 
this and at the same time to keep 
down our mortgage portfolio to the 
proportions that we thought advisable, 
we adopted the practice of re-selling 
these excess mortgages to insurance 
companies. This practice we have 
continued up until the present time. 
We service the loan and the borrower 
deals with us in all matters concerning 
it. In return the insurance companies 
pay us a small fee. However, the fee 
is not an important consideration. 
What is important, instead, is that we 
continue in a position to keep up 
active lending in a field in which there 
is a great need. Again, our policy was 
predicated on the conditions with 
which we were faced. 

Our branch expansion is a further 
example of this type of policy making. 
In most instances our branch offices 
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Income from installment loans and FHA mortgages, unknown in 1933, now totals about 40% of the bank's earnings 


could not be operated profitably as 
unit banks. For example, one of our 
branches, located in a mining com- 
munity, has over a million dollars in 
deposits and only forty thousand dol- 
lars in loans. But, if we did not 
operate branches many Arizona towns 
would be without banking facilities. 
This is not to suggest that these 
offices were established from purely 
generous motives. We do derive a 
certain income from them and, of 
course, the deposits are employed 
elsewhere as loans. But in most 
instances the profits from these branch 
offices would not be adequate to 
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provide the desired return on the capi- 
tal employed. All told our branches 
contribute about half of our gross 
resources and if Arizona were located 
differently, we probably would not 
have taken on the responsibility of 
branch operations in as many in- 
stances as we have. The net profits 
simply would not have been worth it. 
Being a part of the Arizona banking 
structure, and one of the largest banks 
in the Southwest, it seemed only sound 
to us to make that structure as ade- 
quate as possible, hence the branches 
are based on Arizona’s conditions and 
not on a whole-cloth policy or desire 
of our own. Of course once we estab- 
lish a branch we do our best to make it 
show a profit. Every possible economy 
is employed; every possible lending 
avenue is examined. As an instance 
of the latter is our policy that small 
loans be repaid on an installment basis. 


VERY country banker knows too 

well the customer who borrows $500 
for three months and who will want 
several renewals before the loan is 
finally liquidated. Such loans are 
expensive to handle but by amortizing 
them into twelve payments, by charg- 
ing a higher rate than the going com- 
mercial rate, we can make such loans 
show a profit. Also, it often happens 
that whereas a loan of $500 for three 
months could not be justified, one for 
the same amount repayable in twelve 
monthly installments might well be. 
The result has been more loans, and 
more profitable loans, throughout our 
branch system. 

A similar instance of adjustment of 
policy to meet a condition is found in 
the case of making live stock range 
loans. At one time it was common 
practice to make live stock loans in 
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one lump sum. A customer would 
need, say, ten thousand dollars to 
complete a season’s operation and the 
bank would let him have the money at 
the start of his activity with the 
understanding that when the deal 
was completed and the stock sold, he 
would repay the loan. But often it 
would not work out that way. An 
emergency of some kind would come 
along and the borrower would use a 
part of his loan to meet it, which, in 
turn, forced him to meet his current 
expenses on credit. The final result 
was often unfortunate. The expenses 
See BANKING'S BIG PROBLEM—Page 28 
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Up A Bonp 


Account FORMULA 


N the eyes of many a country banker 
the bond account is an orphan. It 
is an orphan in the sense that the 

banker feels toward it more like a foster 
parent than an own loving father. 
‘this orphan is growing in size and 
importance and the direction of that 
growth for good or ill depends much 
upon the loving care that is given it. 

Every country banker would prefer 
to have a large portfolio of loans, but 
at the end of 1939 all the commercial 
banks in this country could muster 
only 29% of their total resources in 
loans and discounts of all types. To 
provide a living income, part of the 
large balance of available funds had 
to be invested in securities, and 37% 
of total resources was so invested. 
However, the total net return on 
loans and discounts, at a rate of 4.9%, 
was nearly twice the total net return 
on the larger investment in securities 
at a rate of 2.2%. 

The return available on securities 
does not allow much margin to absorb 
losses. This being so, it seems to our 
directors that we must put particular 
emphasis at this time on topnotch 
quality. The extra half per cent that 
fairly good bonds give today is not 
worth the added risk, and this is par- 
ticularly so when the return on these 
second grade bonds is in most cases 
not over 344%. 

If we are to play sule we must accept 
a low return on our bond account. 
While we have the satisfaction of feel- 
ing that this return should not suffer 
appreciably from losses and charge- 
offs in the future due to lack of quality, 
we know there are other pitfalls to 
which even gilt-edge bonds are sub- 
ject. The most particular pitfall of 
this type is depreciation due to change 
in money rates. Even if money rates 
change, however, we are not neces- 
sarily faced with the need of selling the 
whole bond account at a loss, nor are 
we likely to be asked to write it down 
to market if the quality is satisfactory. 
Nevertheless, under the circumstances 
that would cause higher money rates, 
we might have to sell some of these 
bonds. When this time arrives, we do 
not want to have to take a real loss if 
we can avoid it. To be sure, we could 
borrow, but if the money market had 


By 
J. LAWRENCE KOLB 


Assistant Vice-president, Elmira Bank & Trust Company, 
Elmira, New York 


Much has been said and written on the subject of an 
investment program, but often it is too complicated 
to be practical for the smaller bank. Here, boiled 
down to a few essential elements, is a workable plan 


definitely changed its trend, that 
would be merely putting off the day of 
reckoning. 


Because of the primary need for 
safety, it becomes doubly important 
that the bond account be planned 












THE FORMULA: for Determining 
Reserves and Investment Funds of a 
Hypothetical Bank 





PRIMARY RESERVE 
15% of Private Deposits* 
50% of Public Deposits 





The percentages cited here will vary with each bank 


*Time and demand deposits of individuals, corporations, etc. 
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THE OBJECTIVE: for Allocating Reserves and 
Investment Funds in a Hypothetical Bank 


PRIMARY RESERVE 


——-. 





SECONDARY RESERVE 
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INVESTMENT ACCOUNT ssf 


Setting up an investment program involves a study of past performance and future needs 


efficiently. In other words, we feel 
that our bank must devise some way of 
deciding how to get the most for its 
money without taking undue risk. 
That in turn means that we must de- 
cide first how many bonds we can 
afford to buy and then how the matu- 
rilies should be spaced. To do this we 
must devise a workable formula, or 
what is more generally known as an 
investment program. Our bank has 
adopted and used an investment. pro- 
gram since 1933. The one we are 
about to describe is a refinement of the 
original one, and was adopted in the 
summer of 1939. 


UCH has been said and written on 
1V2 the subject of an investment pro- 
gram, most of it very useful, but we 
feared that we might become bogged 
down if we tried to absorb and use all 
of the many suggestions offered. We 
felt that there was a better chance that 
we would continue to use whatever for- 
mula we might adopt, if we could boil 
it down to a few essential elements. 
We wanted to make our formula as 
simple as possible. 

Therefore, we started with the fol- 
lowing primary assumptions: 

(1) The bank will need cash for its 
normal operations and lor expected 
deposit withdrawals. 

(2) The bank will need readily 
salable securities to provide for esti- 
mated withdrawals of a more unusual 
type. 

(3) The bank may, if it chooses, 


have the rest of its bond account in- 
vested in long term bonds. 

If we call (1) above the Primary Re- 
serve, (2) the Secondary Reserve and 
(3) the Investment Account we have 
the three essential elements to be 
considered in stating a program. 
Now let us explain the formula we 
have developed, as worded in our 
program: 

*“Primary Reserve of cash shall con- 
sist of cash and due from banks in- 
cluding ‘deposit with the Federal 
Reserve Banks. This reserve shall not 
be less than (a) 15% of individual, 
corporation and bank Time and De- 
mand Deposits plus (b) 50% of Public 
Deposits.” 

These are not purely arbitrary per- 
centages. We arrived at them by de- 
ciding that this reserve of cash should 
be sufficiently large to provide for (1) 
legal reserve with the Federal Reserve 
Bank and till cash requirements plus 
(2) half the normal annual fluctuation 
in Time and Demand deposits plus (3) 
50% of Public Deposits because of 
their instability. Obviously every 
bank would not deal with items (2) and 
(3) just as we did. For instance, a bank 
with more or less definite seasonal 
fluctuations would plan to have much 
more cash at the peak than at the low 
point and could arrange to have short 
term securities mature when cash 
would be needed. Also, some banks 
may well have public deposits of a 
more stable character than ours have 
proved to be. These banks need not 


set aside as much as 50% of that class 
of deposit in cash. 

“Secondary Reserve shall consist of 
prime commercial paper, call loans, 
bankers acceptances and prime bonds 
and notes maturing within four years. 
These reserves shall not be less than 
(a) 24% of all Time and Demand 
Deposits plus (b) 50% of Public 
Deposits.” 

We believe that Secondary Reserve 
should be large enough to provide for 
extraordinary deposit withdrawals or 
demand for funds. This required a 
study of past performance and a con- 
jecture as to future need for funds due 
to possible decline in deposits or de- 
mand for loans. Deposits had grown 
rapidly since 1933. Loans had not 
grown and the outlook for rapid growth 
did not appear promising. Further- 
more, we felt that if loans did grow. 
this growth would be partially accom- 
panied by an increase in deposits. 
Weighing the various factors, we felt 
that an unusual demand for funds. 
which would require the sale of secu- 
rities, was most likely to come from a 
decline in deposits and so we planned 
our Secondary Reserve requirements 
accordingly. They were to equal (1) 
half of normal annual fluctuation in 
Time and Demand Deposits; plus (2) 
an amount sufficient to provide for the 
difference in amount between deposits 
at the low point of June 1933 and at 
present; plus (3) 50% of Public De- 
posits so that these deposits would be 
entirely protected by cash and readily 
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THE TEST: for Determining How the Hypothetical Bank 
Conforms to the Objective 


1. The first step is the assembling of information re- 
garding sources of the bank’s funds: 


Individual and bank Time and Demand deposits. . $3,500,000 


RI re eee ere are 500,000 
Capital, Surplus and Undivided Profits.......... 500,000 


2. Next, the compilation of data showing the conversion 
of funds into assets applicable to the reserve and invest- 
ment accounts: 


Cay We Ge GION OE... 6 ove ccc wee cecess $1,500,000 
Call loans, commercial paper and bankers 

Gf Md EE RS GR ae eae ea 250,000 
Book value of bonds owned: 
(a) due within four years...................... 750,000 
ee oc were ne cu kende ne modaees 500,000 


(c) due after 10 years 


3. The third step is the preparation of the following 
chart, showing how these assets conform to the bank’s 
objective: 

RESERVE CLASSIFICATION 


Amount Held 
Over or Under 
Primary Reserve Amount Held Objective Objective 
Cash and due from banks 
including F. R. Bank. . $1,500,000 
(a) 15% individual and 
Bank Time and 








Book Vaiue 
Over or Under 


Secondary Reserve Book Value Objective Objective 


Commercial Paper and 
Call Loans........... $ 250,000 


Securities due within 


(a) 24% individual and 
Bank Time and 
Demand Deposits... . 


(b) 50% of Public 
SRE ES 250,000 


EES ksh voc uaoee $1,000,000 $1,090,000 —§$ 90,000 
Total Reserves..... $2,500,000 $1,865,000 -+$635,000 


$ 340,000 








INVESTMENT ACCOUNT 


Book Value 
Amount Over or Under 
Book Value Permitted Amount 
(a) Bonds due 4-10 years Permitted 


(at least 50% of 

PROT so caoieua ot $ 500,000 $ 885,000 - $385,000 
(b) Bonds due after 10 

years (not over 100% 

of capital, surplus and 

undivided profits)... .. 250,000 500,000 — 250,000 


, err. $ 750,000 $1,385,000 - $635,000 











Rca kwne te cee $ 525,000 eeidesitiitinass 

‘b) 50% of Public otal of a nds 
| eats. ‘nung 250,000 NIE «cect isbssnisdnts <x. cael $2,225,000 
WR o:s ee esanmees $1,500,000 $ 775,000 -+-$725,000 Total of all bonds owned............. $1,500,000 











This data is compiled in mimeograph chart form at least once a month for the bank's directors 


marketable securities. Using this 
formula, we arrived at the ratios men- 
tioned in our definition of Secondary 
Reserves. 

“Investment Account shall consist of 
all bonds, notes and debentures not 
classified as Secondary Reserve. Its 
purpose shall be to provide income 
commensurate with the fulfillment of 
the other qualifications outlined below. 

“Investment Account shall not ex- 
ceed the total of all funds available for 
bond investment after providing for 
Primary and Secondary Reserves. It 
shall be constituted as follows: (a) At 
least 50% of the account shall consist 
of bonds due in four to ten years. (If 
the Primary and Secondary Reserves 
show a surplus above requirements, the 
total of bonds due beyond ten years 
may, in the discretion of the officers, 
exceed those due 4-10 years to the ex- 
tent of this surplus.) (b) In no event, 
however, shall the total book value of 
bonds maturing after ten years exceed 
100% of capital, surplus and undivided 
profits.” 

This formula for the Investment 
Account may seem somewhat compli- 
cated. Actually it is intended chiefly 
to prevent the purchase of too many 


long term bonds. It is based upon an 
estimate of the depreciation that would 
result if money rates were to decline a 
maximum of 2%. We believe such a 
depreciation should not be so large as 
to encroach on capital stock after 
allowing for a sufficient reserve for 
other assets. Perhaps we are some- 
what over-conservative in this respect, 
seeing that we propose to hold only top 
quality securities. 

This entire investment program is 
reviewed annually and the ratios 
brought up to date. 


"THE question may be asked, why the 

ratios? The answer to this ques- 
tion is to us the keystone of the arch of 
the program. For we feel that no pro- 
gram is any good unless it is used, and 
used consistently. We have prepared 
a mimeographed form which may be 
filled in to show us very quickly just 
how we stand with respect to this pro- 
gram at any time. These forms are 
made into a report at least once a 
month for the board of directors’ 
meeting. 

It is easy to see that the dollar ob- 
jectives which we set up for the various 
items in the program will be constantly 


fluctuating as deposits fluctuate. Loans 
and investment holdings also change, 
but since we know at least once a 
month whether to buy or sell securities 
to meet these objectives and what ma- 
turity range needs additions, we can 
quickly decide whether a particular 
issue that is offered to us meets our 
maturity requirements. 

To fill out this form we need only a 
relatively few facts. To learn what 
our reserve objectives are we must 
know as of a certain date: (1) Total 
deposits, (2) Total public deposits, (3) 
Total capital, surplus and undivided 
profits. To learn how our account 
meets these objectives, we must know 
as of the same date: (1) cash and due 
from banks, (2) call loans, commercial 
paper and bankers acceptances, (3) 
book value of the bond account with 
sub-totals of bonds due: (a) within 
four years (b) four to ten years and (c) 
after ten years. 

The data as it is thus compiled is 
shown at the top of this page. The 
figures used are not those of our insti- 
tution, but of a hypothetical bank and 
are inserted for illustration only. 

The figures indicate that this “‘guinea 

See INVESTMENT FORMULA—Page 31 
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BankINc’s ROLE 77 
National Defense 


Banks are being enlisted to serve as a link between local industry 


and national authorities, and to take the lead in defense financing 


VERY commercial bank in the 
country is being enlisted in a 
voluntary, patriotic program to 
increase the nation’s output of defense 
materials by serving as a liaison office 
between the National Defense Advi- 
sory Commission and local industries. 
Much new business for the banks 
may grow out of this program as local 
manufacturing enterprises develop a 
need for capital to handle defense 
orders, and the Defense Commission 
is counting on commercial banks to 
play an important part in this financ- 
ing, but the most important role of 
the bankers is to serve as a clearing 
house of information for smaller busi- 
ness enterprises which are, or which 
might be, interested in producing some 
urticle of military or naval equipment. 
l{ is a service in promoting the cause 


Many banks are already taking an active part in their dual loaning and liaison function 
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By 
HENRY D. RALPH 


Washington Correspondent, 
THE BURROUGHS CLEARING HOUSE 


of industrial mobilization which the 
banks are being asked to perform, and 
reports from all parts of the country 
show that the banks are co-operating 
willingly and enthusiastically. 

Here is the problem facing the 
Defense Commission: The _ bigger 
manufacturing concerns of the coun- 
try, and many of the smaller special- 
ized plants, are loaded down with 
orders for the production of national 
defense material. New plants are being 
built, new equipment being installed, 





















new workmen being trained, but still 
it will be many months before all of 
these plants are in full operation and 
even then production will not be at as 
high a level as desired by the defense 
planners. On the other hand there are 
scattered throughout the country thou- 
sands of factories equipped to make 
every sort of article imaginable, and 
many of them have been idle or operat- 
ing below capacity for several years. 
The Army War Plans Division has 
catalogued several thousand factories 
capable of producing military equip- 
ment or parts (and most of these now 
have defense orders) but it has no way 
of discovering the many more thou- 
sands of smaller plants which might 
be brought into the program, These 
smaller manufacturers wanted orders, 
of course, but they did not know just 
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DEFENSE LOANS 
to Finance 


Worcester Industries. 
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sa oe men who are directly paces ie 
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what they could make nor how to go 
about finding out, and their inquiries 
swamped the War Department and the 
Defense Commission. A decentralized 
liaison service was vitally needed. 

At this point the Federal Reserve 
System entered the picture. It is 
ideally suited to do this job. Its 
Washington headquarters are shared 
by the National Defense Advisory 
Commission. Its twelve Reserve banks 
and twenty-four branches are located 
in important commercial centers and 
are equipped with personnel and facili- 
ties to handle correspondence and clear 
information. These thirty-six regional 
offices are in close touch with member 
banks. And the member banks (as 
well as the non-member banks which 
are also being utilized) are out on the 
“firing line’ where they know the 
manufacturing facilities of their own 
communities. The set-up was “a 
natural” for the problem of bringing 
smaller industries into the defense 
program, and the Reserve System 
swung into action rapidly. 


HEADING up the program is Donald 

M.Nelson, who has the dual title and 
closely related duties of Co-ordinator 
of National Defense Purchases and 
Director of Small Business Activities. 
Working with him are Ernest G. 
Draper, a member of the Board of 
Governors of the Federal Reserve Sys- 
tem, and Leon Henderson of the 
Securities and Exchange Commission 
and the member of the National De- 
lense Advisory Commission in charge 
of industrial prices. In active charge 
of the program of bank co-operation is 
the Deputy Director of the Small Busi- 
ness Activities Office, Robert L. Me- 
hornay, a director of the First National 
Bank of Kansas City and president of 
the North-Mehornay Furniture Com- 
pany of Kansas City, Mo. Mr. 
Mehornay is assisted by Gardner L 
Boothe, II, of the bank operations and 
small business loans section of the 
Federal Reserve Board, and by Peter 
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R. Nehemkis, Jr., of the small business 
section of the SEC. 

Mr. Mehornay’s field staff consists of 
the thirty-six officers designated by the 
Federal Reserve banks and branches, 
and these in turn are assisted by a 
committee appointed by the American 
Bankers Association instructed to call 
meetings of officials of state bankers 
associations, officers of clearing house 
associations, and other representative 
bankers to assist in developing the part 
which local banks can play in the 
defense program. Each Reserve Bank 
has sent bulletins to all banks in its 
district outlining the program, and 
the thirty-six field representatives are 
prepared to clear information of all 
sorts between the banks and the 
Defense Commission. 

A banker, of course, is not an expert 
on Army ordnance and is not expected 
to know just how a local toy manufac- 
turing plant can be converted to turn 
out parts for an airplane or machine 
gun. But he does know his local 
manufacturers, and these men are 
being instructed to come to him if they 
think they can make anything needed 
by the Army or Navy. Local cham- 
bers of commerce are assisting in this 
effort, and so are many trade associ- 
ations, but the banker is counted on 
to serve as the conduit of information. 
He can relay the information to the 
proper Army purchasing agent or to 
one of the thirty-six Reserve Bank 
officials and see that the proper con- 
tacts are made as directly as possible. 
In most cases these smaller manu- 
facturers will not get direct govern- 
inent contracts, but they will become 
sub-contractors to larger concerns mak- 
ing airplanes or tanks or guns or the 
thousand and one other pieces of 
equipment essential to a mechanized 
defense force. To avoid bottlenecks 
in procurement and to secure a more 
general industrial mobilization, the 
defense planners are urging many 
primary contractors to concentrate on 
assembling and to “farm out” the 








ROBERT L. MEHORNAY, Deputy Director 
of Small Business Activities 


. in active charge of the program of 
bank co-operation 


production of as many parts as pos- 
sible. Government procurement ex- 
perts and technicians of the primary 
contractors will assist in converting 
plants to military uses, but the serv- 
ices of the bankers are needed now in 
locating the most suitable plants. 

After a potential defense contractor 
or sub-contractor has been located by 
a banker and been put in touch with 
the proper government officials, the 
banker can assist in explaining the 
types of contracts used and _ the 
methods of financing the plant conver- 
sion and the new production. Much 
new business should come to banks 
from this program, not only from 
direct loans to defense contractors but 
also from the increased local business 
activity which will result from larger 
employment in the community. 

The Defense Commission is just as 
anxious to have commercial banks 
participate in financing the defense 
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Mark A. Brown, Vice-president, Harris Trust & Savings Bank, 
Chicago, Illinois 

Sidney B. Congdon, President, the National City Bank of 
Cleveland, Cleveland, Ohio 

Frank L. Converse, Vice-president, Merchants National 
Bank, Boston, Mass. 

Thornton Cooke, President, Columbia National Bank, Kansas 
City, Missouri 

Edward Elliott, Vice-president, Security-First National Bank, 
Los Angeles, California 


These Men Will Direct Defense Loan Activities 
in Their Federal Reserve Districts 






E A.B.A. National Defense Loans Committee 

J. Harvie Wilkinson, Jr., Vice-president, State-Planters Bank F. F. Florence, President, Republic National Bank of Dallas, 
ES and Trust Company, Richmond, Virginia, CHAIRMAN Dallas, Texas 

z — W. ip id President, Whitney National Bank, New S. S. Ford, President, Northwestern National Bank and Trust 
3 oe. ; } a Company, Minneapolis, Minnesota 

‘ Charles P. Blinn, Jr., Vice-president, Philadelphia National ¥ : as as 

i Bank, Philadelphia, Pennsylvania W. L. Hemingway, President, Mercantile-Commerce Bank & 


Trust Company, St. Louis, Missouri 


Hugh H. McGee, Vice-president, Bankers Trust Company, 
ew York, New York 


Andrew Price, President, National Bank of Commerce, 
Seattle, Washington 


W. J. Waller, Vice-president and Cashier, Hamilton National 
Bank, Washington, D. C 


R. Clyde Williams, Executive Vice-president, First) National 
Bank, Atlanta, Georgia 


Federal Reserve Field Representatives 
of 
Boston St. Louis 
E. G. Hult, Assistant Cashier L. H. Carstarphen, Genera! Counsel 
New York A. F. Bailey, Managing Director, Little Ruck Branch 
)S- ; 7 : C. A. Schacht, Managing Director, Louisville Branch 
x- L. R. Rounds, Vice-president W. H. Glasgow, Managing Director, Memphis Branch 
ods R. B. Wiltse, Assistant Manager, Buffalo Branch 
wd Philadelphia Minneapolis 
| 8 W. J. Davis, Vice-president H. I, Ziemer, Vice-president and Cashier 
ries Cleveland R. E. Towle, Managing Director, Helena Branch 
in 
R. B. Hays, Assistant Vice-president and Secretary Kansas City 
or B. J. Lazar, Managing Director, Cincinnati Branch C. A. Worthington, First Vice-president 
wa P. A. Brown, Managing Director, Pittsburgh Branch J. E. Olson, Managing Director, Denver Branch 
. . H. Pipkin, Managin irector, Oklahoma City Branch 
th Se . Tt L. H. Rachark enamine Director, Omaha Seanch Ie 
ne R. W. Mercer, Assistant Cashier , : 
W. R. Milford, Managing Director, Baltimore Branch 
he W. T. Clements, Managing Director, Charlotte Branch Dallas 
he Attense E. B. Stroud, Vice-president and General Counsel 
2p. = ? J. L. Hermann, Managing Director, El Paso Branch 
h M. H. Bryan, Vice-president _ a. W. D. Gentry, Managing Director, Houston Branch 
Cc P. L. T. Beavers, Managing Director, Birmingham Branch E.B. Austin, Acting Managing Director,San Antonio Branch 
ks T. A. Lanford, Cashier, Jacksonville Branch 
ym J. B. Fort, Jr., Managing Director, Nashville Branch Sen Peanciace 
L. M. Clark, Managing Director, New Orleans Brancl 7 ; ‘ 
ut si Se ee Cee, Cee W. M. Hale, Vice-president and Secretary 
2SS Chicago H. M. Craft, Assistant Manager, Los Angeles Branch 
fer A. L. Olson, Assistant Vice-president and Assistant Secretary S. A. MacEachron, Assistant Manager, Portland Branch 
: H. P. Preston, First Vice-president J. M. Leisner, Assistant Manager, Salt Lake City Branch 
H. J. Chalfont, Cashier, Detroit Branch F. C. Bold, Assistant Manager, Seattle Branch 
as 
ks 
Se 











The above appointees will assist in speeding the decentralization of defense production 
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must be constructed which will be of 

little or doubtful use after the emer- 

gency. Here the contractor agrees to 
See DEFENSE ROLE—Page 34 


and requirements but these are not 
weP burdensome, and in general any de- 
Shiging fense contract can be made “bank- 

able.” This legislation was necessary 
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Half A Hundred 


Years Of Banxinc 


OT having available the old 
Russia leather bound ‘‘cash 


book” in which we set down 
each day the debits and credits that 
went through the bank, and wherein I 
made my first banking entries, I am 
not certain as to the exact date fifty 
years ago that I entered the banking 
business. But it was early in Septem- 
ber, 1890, that I, just out of the old 
“Academy,” was hired as a clerk at a 
wage unknown to me until the follow- 
ing December, when it proved to be 
$25 a month. 

Inasmuch as I have, therefore, now 
turned the half century mark in bank- 
ing, I presume I am entitled to the 
right to look back and make a few 
observations. I do not know, but pre- 
sume it to be a psychological fact that 
we remember the scenes and incidents 
of our early life more vividly than we 
do those of more recent happening. 
That may be because there were fewer 
distractions then, or because, life was 
less intense, or because the photo- 
graphic mind processes are more acute 
and register impressions more lastingly 
in vounger days. 

Were I an artist. | could draw from 
memory a picture of the old banking 
room. It was a simple place. There 
was a settee in the corner of the small 
lobby, a single standing desk opposite, 
and a self winding clock above. A 
partilion ran across the room with two 
windows and a door. Back of the 
counter screen there was a desk for the 
head of the bank, a table for the sub- 
head and an old-fashioned standing 
hookkeeper’s desk of black walnut, 
usable from both sides. On that we 
kept the books of the bank. First we 
had gas light, then electric bulbs. If 
we lighted the gas. which was not 
often, it was late indeed, say 4:30. 
There was no wage and hour law and 
my hours were short and the recom- 
pense for those hours low. Two men 
and a boy ran the bank. The colored 
gentleman who mopped the floor every 
Saturday received fifty cents for his 
work and was glad to get it. The dust 
we just scattered around with an old 
time feather duster. 

As the bank grew we added a shelf 
along the wall to carry some more 
Russia leather ledgers. .It was far 


By 
WILLIAM H. KNIFFIN 


Vice-president and Trust Officer, Bank of Rockville Centre Trust Company, 
Rockville Centre, New York, and author of ‘“‘The Practical Work of a Bank,”’ 
“American Banking Practice,” “Better Banking,” and other books 


From the era of ponderous Boston ledgers and walrus 
mustaches 50 years ago...down momentous decades 


to the present period of streamlined mortgages and 


retail credit...a living history is created out of 


the event-packed memory of this reminiscent banker 
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from a tidy place and even the direc- 
tors’ room adjoining, simply furnished 
with cane bottom chairs, was badly 
littered with old books, magazines and 
newspapers; to say nothing of the 
odds and ends of fishing, hunting and 
boating equipment used by the boss. 
The era of fine buildings had not yet 
arrived, and it was some time before 
banks began housing themselves in 
marble and bronze built for show as 
well as for utility. Of course, when 
one of us went out, a third of the force 
was gone, and that may account for 
the fact that I have never taken the 
allotted hour for lunch and may have 
had something to do with a somewhat 
long and settled habit of not taking 
vacations. Many a lunch have I 
eaten standing before the window 
that looked out on the placid stream 
at the back, with its then busy traffic, 
while the boss ate his sitting down at 
his table. In truth we were simple 
and humble bank men. 

I have never tried to be a prophet, 
as many bankers have done, to look 
into the crystal ball to see what the 
future had in store, making predictions 
as to whether governments would go 
up or down or whether money rates 
would harden or soften, or stocks go 
bearish or bullish. I have been satis- 


fied to leave that to other and more 
competent men. I would rather be a 
good historian than a poor prophet. 
It is safer. My prophecies have, 
instead, confined themselves to fore- 
casts as to what my bank should earn 
over a period. In my mathematics of 
banking, I feel on surer ground than 
in any endeavor to outguess the bond 
market. In fact one of the truest 
things that has ever been said to me 
was by an officer of a New York bank. 
When I told him that I did not believe 
there were many bankers smart enough 
to outguess Wall Street, he said: 
“You’re wrong. What they aren’t 
smart enough to do is to outguess what 
130 million Americans will do.”” That 
may answer the question as to why 
so many bankers have lost instead of 
made money in their bond accounts. 


I ENTERED the banking business in 

the pen-and-ink age. Men could then 
write so that you could read their 
writing. They had to. Writing is now 
a lost art. All our books were kept by 
hand. Our letters were penned. Letter 
writing was very personal and very 
individualistic. Typing has no charac- 
ter; pen work has. Our minutes were 
written with meticulous care, for we 
were writing for posterity, for history 











'100-Paguuning of Nuchaminstion 


ce 
ily ad . : \b “ 


yo 


7 
-~ 


19 


if you please. Ilandwriting was a 
distinct business asset. Even our 
“transit letters” if they could be 
called by that dignified name, were 
penned. Copies were made by the old 
letter press on sheets of tissue mois- 
tened by damp blotters. 

It was a machineless age in so far as 
banking was concerned. There were 
no bookkeeping machines; there were 
no adding machines; the typewriter 
had not yet become a common office 
appliance. When we bought our first 
adding machine, my uncle, who was 
president of the bank and who was not 
consulted on our extravagance, said 
to me: “Boy, can’t you add any 
longer?”’ I could and still can. But I 
put that first adding machine to such 
good use that I sold an article about it 
for $25, a lot of money, out of which 
emolument I bought a suit of clothes 
and an overcoat. 

Women had not yet entered the 
banking field, even as stenographers, 
for, as aforesaid, we wrote our letters 
by hand. And moreover, the old 
Boston Ledger of long and honored 
history was no book for a woman to 
handle. Just when women entered the 
banking world, I do not know, but I 
do know that in the eight banks of 
that town and up to the turn of the 
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century, no women were employed. 

Of course, we had correspondents 
and we collected checks. We sent our 
checks to the other banks and they 
sent their checks to us. There was no 
“Transit System” but rather we chose 
the easy and friendly way to turn our 
checks into New York exchange, often 
by the most roundabout methods. I 
do not remember using the term 
“uncollected funds” until well into 
the present century. I fear we treated 
checks as cash, as our customers have 
so long done. If the balance was 
sufficient we paid the check, and if it 
wasn’t we protested it and sent it 
back. Yes, protest fees date back 
that far, and so does the custom of 
giving them to a bank officer as part 
of his compensation. But in that 
period of banking which might be 
described as ““‘The Golden Glow,” a 
term actually evolved by Charles A. 
Beard, the historian, for a later period, 
we had what banks of today, or many 
of them, at any rate, wish we had still 
with us, namely, exchange. I have a 
very distinct recollection of an old 
gray haired cashier, with a gold pen 
behind his ear —who ever sticks a pen 
behind his ear today? —running over 
the morning mail, making a few figures 
and. telling the bookkeeper to credit 
exchange, so much. It was a tidy sum 
in even the small banks. A few cents 
here and there roll up fast if you take 
enough of them and take them often. 
It was enough to pay the cashier his 
modest salary, or even the stock- 
holders a dividend. Perhaps no easier 
way of making money in the banking 
business has ever been devised than 
that. You just took it, that is all. 

I shall not attempt to discuss what 
we gained when we lost exchange as 
an operating income, for that would be 
quite another matter. But banks 
surely lost a steady and substantial 
income when the Federal Reserve 
abolished exchange, be the ethics of 
exchange what they may. And many 
a banker would now be glad to go back 
to the days of The Golden Glow and 
pick a few dollars out of thin air as 
the picking in other directions grows 
slim. 

We did not, until long after ““The 
Gay Nineties” have anything like 
service charges. Until somewhere 
‘+ around 1910 banks did not analyze 
accounts, and few of them did at that 
time. As for minimum balances and 
dollar-a-month accounts, they did not 
come upon the stage until long after 
the exit of exchange. In exchange you 
take the fee out of the last holder of 
the check and let him collect as best 
he may. In service charges you take 
it out of the maker of the check. 

I suppose we might divide the fifty 
years into (a) the high hat period; (b) 
the haywire period; and (c) the present 
period. In the first period you had a 
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bank account as acourtesy. Not many 
people had them, only business and 
professional men and the wealthy. We 
were not bank minded. We traveled 
with purse in hand or did not travel. 
We did not know the utility and safety 
of the bank check. We learned with 
a vengeance. In the haywire period 
banks opened the doors to every- 
body. ‘“‘Pay your bills by check” was 
the bank slogan adopted everywhere. 
“Come everybody and have a bank 
account, size no object,” said the 
bankers, “‘as long as your name is on 
our books and you cover your checks. 
You draw the checks and we do the 
rest.””. With your bank account went 
unlimited privileges. And then, when 
we found that unlimited privileges cost 
us money and bankers began to figure 
their costs, we went into the present 
period and made the customer pay for 
his banking and like it. Whether the 
pendulum has swung too far in one 
direction as it swung too far in the 
other is not the present point. It 
swung. 


EING of an inquiring turn of mind, 

I early sought to know something 
of the mysterious world of which I 
was a part. All I knew was the simple 
work I did, without knowing any- 
thing about the “‘why” of it all. I 
found the literature of banking exceed- 
ingly scarce. There was the dignified 
old Banker’s Magazine, as current 
literature, and not much else that I can 
recollect. When I went into the book 
world I found Patten’s ‘Practical 
Banking”’ and Bolles’ ‘“‘Modern Bank- 
ing’ and a few books historical and 
economic, but not much otherwise in 
the way of banking practice. All these 
were hard reading for the novice. 


We had no banking schools, no 
American Institute of Banking. The 
studious minded young man had no 
definite courses of instruction whereby 
bank clerks could become bankers. 
Bankers were self made and self 
taught men. They learned by experi- 
ence and without schoolmasters and 
turned out to be pretty good bankers 
at that. The present-day boy and gir] 
in banking cannot appreciate what is 
open to them in the way of banking 
education, because they have never 
been without it. We old timers do. 
And even as late as 1910 when the 
A. I. B. was just beginning its remark- 
able career the processes were crude 
and embryonic. 

As long as I can remember we have 

See 50 YEARS OF BANKING—Page 31 
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CHARLES Z. MEYER... Leadership of The National Association of 
Bank Auditors and Comptrollers, which has made rapid strides during the past 
year, is in the capable hands of Charles Z. Meyer, comptroller of The First National 
Bank of Chicago. He has served in virtually all official capacities not only in the 
national organization but also in the Chicago Bank Auditors Conference, which is 
unusually active. Mr. Meyer has been associated with The First National Bank 
of Chicago since 1912, serving his apprenticeship in the messenger and credit 
departments. He has been associated with problems of bank auditing since 1924, 
when he was appointed to The First National’s traveling auditor’s staff. He was 
made assistant cashier in 1930, auditor in 1932, and comptroller in 1939. 


STEPHEN BAKER... Fellow directors of the 
Bank of the Manhattan Company recently recorded 
in the minutes an expression of appreciation and con- 
gratulation to Stephen Baker, commemorating the 
completion of his fiftieth year as a member of the board. 
Mr. Baker, who is now honorary chairman of the board, 
has been identified with the management of the Man- 
hattan Company since his election as vice-president in 
1891. He was president from 1893 to 1927, and chair- 
man of the board from 1927 to 1932, when he was 
elected honorary chairman. His son, J. Stewart 
Baker, is now the board chairman. 


PAUL ENDICOTT, FERMOR S. CANNON, 
RALPH H. CAKE... Mr. Endicott, president of 
the $7,250,000 Home-Builders Loan Association of 
Pomona, California, is the newly elected president of 
the United States Savings and Loan League, succeeding 
George W. West of Atlanta. The new first vice- 
president is Fermor S. Cannon, president of the Rail- 
roadmen’s Federal Savings and Loan Association, 
Indianapolis, and the second vice-president is Ralph 
II. Cake, president of the Equitable Savings and Loan 
Association, Portland, Oregon. 


STEWART McDONALD, ABNER H. FER- 
GUSON ... For five years, ever since September 5, 
1935, the Federal Housing Administration has been 
closely identified in the public mind with Administrator 
Stewart McDonald. This association was ended 
November 29 with Mr. McDonald’s resignation, and 
the subsequent appointment of Abner H. Ferguson, 
first assistant in the FHA, as his successor. 

Following his resignation, Mr. McDonald was 
appointed Deputy Federal Loan Administrator 


ABNER H. FERGUSON STEWART McDONALD 
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10 ADVANTAGES 


Personalized Checks 


QUIT carrying a check book several 
| years ago because it was too bulky 

and inconvenient —just didn’t seem 
to fit any pocket. I carried a few loose 
checks and used either them or counter 
checks. This was a haphazard system 
to be sure, but I usually managed to 
record most of the checks I had 
written. Banking is my profession. 
If that was my experience and re- 
action, what must be the reaction of 
our ordinary depositors? Through 
observation and by direct inquiry it 
developed that their experiences were 
similar to mine. A great many of 
them were not using the leather check 
book folders and pass books we sup- 
plied. Here was a problem to be 
solved. I called in my assistant, John 
Calhoun, and we started working on 
the idea of finding something that our 
depositors would use, and then to 
stop spending money for something 
they did not want. 

In working out a solution to the 
problem, one idea led to another. Our 
first thought was to eliminate bulki- 
ness. To do this we had to discard the 
stub type check, because it required 
folding. Second, the pass book also 
contributed to bulkiness, so our job 
here was to design a substitute receipt 
for deposits and thus eliminate the 
pass book. Third, doing away with 
the check stub made it necessary to 
design a compact register for recording 
checks written and deposits made. 
The fourth problem was to design a 
neat, attractive and appropriate folder 
that could be carried conveniently. We 
had for years furnished printed checks 
in books of three to a page to practi- 
cally all company accounts. Many 
individual depositors used printed 
checks too. Since printed checks did 
have many advantages, plus a strong 
appeal to the depositor, we decided 
to incorporate that idea too if we could 
do it without too much expense. 

After several months of planning 
and experimenting, the final result was 
a new type genuine leather folder which 
when folded is 614” by 314” in size. 
The folder contains a pocket on each 
side. One side holds individually 
printed or “‘personalized” checks, and 
the pocket on the other side holds the 
combination pass book, deposit and 


By 
E. L. STUCKER 


Comptrolier, National Bank of Tulse, Tulsa, Okiahoma 


“Turning An Expense Into Profit Through Better Bank 
Merchandising” might well be the apt title of this 
article, relating how one bank promotes profitable 
personalized checks. Each sale represents a marked 


saving over the usual plan of giving away supplies 
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‘ r teller to show the folder to “> 
you. ou will be impressed at the con- ad 


aft 
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(a) Pocket for personalized checks 
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venience it offers. 


A complete folder including name, 
» personalized checks, record cards, ete. 
cost only 75 cents. 














Merchandising the personalized checks through prepared advertising 
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check record folder. The depositor’s 
name is imprinted neatly in gold letter- 
ing on the outside of the leather folder. 
The new check was reduced to the 
exact size of currency, so that both 
checks and currency could be carried 
in the folder. 

In working out the idea of indi- 
vidually printed checks we found that 
a large part of the cost was in binding 
the checks in books. By using a small, 
inexpensive, especially designed card- 
board box to hold the checks we elimi- 
nated the binding cost. We found too 
that by limiting the printing to two 
lines in the same location on _ all 
checks, we could reduce printing costs 
25 per cent. By buying pantographed 
checks in sheets of four to a page, we 
could print and number the checks of 
four customers at the same time on one 
small press. The checks were cut 
after they were printed. 

"THE result of all these ideas plus care- 
ful planning and buying enabled 
us to furnish 200 individually printed 
and numbered checks to a customer 
lor very little more cost to us than the 
plain checks which we had formerly 
furnished free. By purchasing the 
new type folders in lots of 1,000 and 
in assorted colors, we were able to get 
genuine leather folders at a very rea- 
sonable cost. Incidentally, the assorted 
color idea has proved quite popular 
with our women depositors. 

Although our first thought or idea 
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New Accounts Teller King Bostock explaining personalized check service to a customer 





had been merely to give a better serv- 
ice to our depositors, we actually 
found a variety of advantages in our 
finished product. 

1. A neat, flat leather folder, equally 
attractive to both men and women, 
that can be carried conveniently in 
the inside coat pocket or in a woman’s 
purse. 

2. The depositor’s name in gold 
lettering on the outside of the folder, 
with no bank advertising, has a very 
strong appeal to the customer and 
makes it something he is proud to 
display. 

3. A check with his name, address 
and phone number on it gives the 
depositor a sense of added prestige. 
Incidentally, the stores greatly appreci- 
ate this service. It saves them the 
embarrassment of asking a customer 
his name when the signature is illegi- 
ble. It also saves them much time in 
looking up addresses and telephone 
numbers. 

4. The combination pass_ book, 
check and deposit record makes it 
unnecessary to carry a separate pass 
book. This record, which is in the form 
of a foldover card, gives you a firm, 
flat surface on which to write checks. 
At the end of the month this record 
may be filed with cancelled checks for 
that month and a new record started. 

5. Depositors do not waste se many 
checks or use them for memorandum 
pads when the checks are pre-num- 
bered and have their names imprinted 





on them, and this is especially true 
when the depositor has paid cash for 
his checks. Pre-numbering the checks 
encourages reconciling the account. 

6. The printed name on checks 
facilitates the sorting operation in the 
various departments of the bank. 

7. The new type folder with loose 
checks makes it convenient for a 
depositor to carry as few or as many 
checks as he needs. 

8. Women like the currency pocket 
in the new folder. They no longer 
need carry currency in their change 
purse. 

9. For a small additional charge, 
salesmen, solicitors, etc., may have 
their business connection shown on 
their checks. 

10. When paying bills with “per- 
sonalized” checks, the customer is 
assured the proper credit. 

It was obvious that all these extras 
could not be furnished free to our 
depositor because Regulation “Q” 
issued by the Board of Governors of 
the Federal Reserve System prohibits 
a bank from absorbing out-of-pocket 
expenses for its depositors, and the 
imprinting of these checks and the 
gold lettering on these folders cer- 
tainly constitutes out-of-pocket ex- 
pense. Since this was a new type of 
service and it was necessary for us to 
recover a portion of this cost, we 
decided to go a step farther and sell 
it for cash to our customers at a price 

See PERSONALIZED CHECKS—Page 30 
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THE BOOKLET COUNTER 





New Releases 


A New York bank has prepared 
a booklet on the EMERGENCY 
PLANT FACILITIES CONTRACT 
that contains much helpful informa- 
tion on the subject of defense financ- 
ing. It not only carries the full text 
of the Contract, designed to make 
“bankable” the financing of plant 
facilities for defense production, but 
also clearly summarizes its provisions. 
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The booklets listed here are offered 
without charge or obligation to 
bank officers and other executives. 
Simply address requests to: 


The Editor, 
The Burroughs Clearing House, 
Second and Burroughs Avenues, 
Detroit, Michigan 





In addition, the booklet contains 
the provisions of the Assignment 
Claims Act of 1940, which permits for 
the first time the assignment of claims 
against the Federal Government, as a 
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means of expediting the financing of 
firms supplying defense needs. 
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In its summarized yet compre- 
hensive YEAR-END BOND RE- 
VIEW, Halsey, Stuart & Co. traces 
the outstanding factors influencing the 
1940 bond market as a whole, and cites 
notable developments under the vari- 
ous classifications such as municipals, 
corporate issues, etc. This review, 
published annually, not only promotes 
a clearer understanding of past trends 
but also helps to form a basis for future 
judgment in the year ahead. 


Joseph M. Dodge, president o! The 
Detroit Bank, is recognized as an out- 
standing authority on real estate prob- 
lems and principles. In a brochure 
entitled MANAGEMENT AND 
REAL ESTATE, he discusses some of 
the mistakes that have been made in 
the past, points to signs suggesting 
another speculative era, and outlines 
the enlarged responsibilities of prop- 


erty management in view of the 























growth of absentee ownership. 
* 


Banks in their modernization and 
public relations programs are giving 
increased consideration to the installa- 
tion of “electric-eye” doors which 
automatically open and close. How 
one such device operates is explained 
and illustrated in a folder titled THE 
PHANTOM DOORMAN. This folder 
answers questions as to maintenance 
requirements, cost of operation, possi- 
bility of injury to passers-through, etc. 
Numerous installations are pictured. 
and comments from users are cited. 


Still Timely 


Bank officers contacting business 
customers will be especially interested 
in INDUSTRY’S CHALLENGE TO 
RESEARCH, a 43-page summary of 
the new products and processes most 
needed in a wide variety of fields. 

* 


PROFITS AND SAVINGS FOR 
BANKS offers specific suggestions on 
how banks can use duplicator equip- 
ment to produce forms, bulletins. 
advertisements, etc., at a substanti:l 
saving. 





Tables, formulas, and other infor- 
mation to assist in the economical 
order of paper make PAPER GUIDE 
a booklet of practical benefit. 

. 


In a new type of approach, a MAIL- 
ING SURVEY brochure explains the 
advantages of metered mailing equip- 
ment, through the medium of inter- 
views with various members of 4 
hypothetical business concern. 


Automatic cashier equipment which 
facilitates prompt service and elimi- 
nates errors in coin payments to cus- 
tomers is described in the folder, FOR 
GREATER ECONOMY AT TELLER 
WINDOWS. 


. 


Virtually every phase of bank build- 
ing and remodeling is covered in 4 
comprehensive brochure outlining 
THE PLAN THAT MADE OVER 
1,000 BANKS LEADERS IN THEIR 
COMMUNITIES. 
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An impartial financial service offers 
DEFINITE BOND MARKET 
RECOMMENDATIONS, an 8-page 
analysis and forecast of the bond 
market. with buying and selling advice. 
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OURT DECISIONS... 


Right of national bank to pledge assets against public deposits . . . Bank 


required to prove execution of note ...A possible catch in the entering 


of judgment notes...May a State tax safe deposits of a national bank ? 


Pledged Assets 


The Supreme Court of the United 
States has rendered an authoritative 
decision on the troublesome question 
of the right of a national bank to 
pledge its assets to secure public 
deposits. 

The case before the court involved 
a national bank located in New York 
State, which had pledged certain assets 
to secure city deposits. Ultimately the 
bank went into a receivership. The 
receiver contended that the city was 
obligated to return the pledged assets 
without getting its deposits in full. 
The city, he insisted, was entitled only 
to the same dividends paid other 
depositors. 

“The Act of June 25, 1930,”’ ruled 
Mr. Justice McReynolds, ‘permits 
national banks to give security for 
public deposits of the same kind as is 
authorized by the law of the State in 
which such national bank is located in 
the case of other banking institutions 
in the State. 

“Under the common law as inter- 
preted in New York, pledge of securi- 
ties by a slate bank to secure deposits 
is contrary to law and bevond the 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


power and authority vested in the 
officers. Although forbidden, such a 
pledge will not be set aside unless 
deposits made in reliance upon it are 
first repaid. 

“It is argued that as a state bank 
may hold the fruit of a pledge until the 
return of the thing pledged, therefore. 
it is ‘authorized by law’ to make a 
pledge thus conditioned. Authoriza- 
tion to do a forbidden thing cannot be 
inferred from capacity to accept the 
prescribed consequences. The law of 
New York forbade local banking 
institutions to make pledges such as 
the one here in question.” 

So, because the pledge of assets by 
a bank to secure public deposits was 
not authorized by State law, the court 
ruled that the national bank —or its 


receiver —could reclaim the pledged 
assets without necessarily paying back 
the money deposited in reliance upon 
the pledged assets. 

A rather emphatic reminder by the 
highest court in the land that national 
banks must not pledge assets for 
public deposits unless local State law 
specifically authorizes State banks to 
do so! (Yonkers vs. Downey, United 
States Supreme Court, Lawyers’ Edi- 
tion, Advance Opinions, Vol. 84. 
page 681.) 


e o e 


Prove the Note! 


If a bank sues on a note which the 
purported maker denies he executed, 
where does the bank go from there? 

According to a recent decision of the 
Court of Appeals of Tennessee, the 
bank must be prepared to prove the 
execution of the note. In the Ten- 
nessee case, a woman was sued on a 
note on which her name appeared as 
co-maker. She filed a plea of “non 
est factum’”’—meaning a denial that 
she had ever signed the note. Because 
it was not affirmatively proved that 

See COURT DECISIONS—Page 36 
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CANADIAN 


BANKING 








By JAMES MONTAGNES 


Bank Advertising Emphasizes 
Patriotism of Thrift 


The Royal Bank of Can: ida has 
instituted a “Save For Victory” adver- 
tising campaign, with posters and 


publication copy. The campaign is 
founded on the repeated reference by 
the Canadian Prime Minister and 
members of his Cabinet that individual 
thrift is of vital importance in further- 
ing the maximum war effort of the 
Dominion. The campaign was de- 
“to help in some degree to 
make the individual citizen conscious 
of his responsibility in this struggle.” 
The copy features the three military 
services, navy, air force and army. 
The posters under the heading “‘Let’s 
Go” feature war industries, the air 
force and the navy. 


° e + 


Annual Reports Reflect War 
Financing 


Canadian banks are able to finance 
the requirements of their customers in 
connection with the war effort, with- 
out in any way curtailing the legiti- 
mate requirements of their customers 
for ordinary purposes, H. T. Jaffray, 
general manager of the Imperial Bank 
of Canada, and president of the Ca- 
nadian Bankers’ Association, stressed 
al the 49th annual meeting of the CBA 
at Toronto on November 14, 1940. 

During the first vear of war, deposits 


Two types of thrift advertising. 
Reverse side of income tax folder 
describes a monthly payment plan 
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of all kinds in the ten chartered banks 
increased by $46,000,000 and stood at 
$3,142,000,000 as of August 31, 1940. 
Balances with the Bank of Canada, 
cash and other immediately available 
assets decreased from 22 per cent of 
total deposit liabilities to 19 per cent 
in the same period. Current loans to 
the public by August 31, reached 
$939,000,000, a yearly increase of 
$113,000,000 in actual financial assist- 
ance being extended to customers 
throughout Canada. Bank holdings of 
short term, high-grade Dominion and 
Provincial Government securities, all 
maturing within two years, rose from 
$443,000,000 at the outbreak of war to 
$700,000,000 by August 31. In the 
same period similar securities of longer 
maturity dropped from $743,000,000 
to $604,000,000. This meant that to 
the extent of approximately $140,- 
000,000 the banks swung from longer 
to shorter date securities to maintain 
a thoroughly liquid position and to aid 
in the additional financing of war con- 
tracts and other business. 

Notes in circulation of all banks 
showed no increase. Bank of Canada 
note circulation was up $127,000,000. 
of which the chartered banks held 
$13,000,000; the balance was not in 
excess of day-to-day requirements ol! 
the country’s increased volume of 
business. 

Mr. Jaffray decried any impression 

See CANADIAN BANKING—Page 34 
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If mauinc means Overtime... 


It doesn’t take many extra hours at 
time-and-one-half to offset an operating 
budget . . . If mailing at the end of the 
day, end of the week, or on statement 
days is the cause of overtime, the 
Pitney-Bowes Postage Meter can be a 
budget saver. 

Adjusting a dial or a lever on the 
Meter provides any amount of postage 
needed, takes less time than separating 
and matching gummed postage stamps. 


PrinTING Meter postage directly on 
envelopes takes less time than moisten- 
ing and sticking ordinary stamps .. . 
The Meter prints stamp, dated postmark 
and small poster advertisement—and 


Pitney-Bowes Postage Meter Co. 
1517 Pacific St., Stamford, Conn. 


PITNEY cerns wi BOWES) 


Branches in principal cities. See your telephone directory, or write 


In Canada: The Canadian Postage Meters &@ Machines Co., Ltd. 


seals envelope flap—simultaneously, all 
in one turn of a die. 

On mixed mail—letters, bulky 
statements, parcel post, the Pitney- 
Bowes Postage Meter can often do the 
job in half the previous time. 

The Postage Meter gives absolute 
postage protection always, automati- 
cally accounts for postage. And Metered 
Mail doesn’t stop in the postoffice for 
postmarking or cancelling, can often 
make earlier trains and save bank mail 
valuable time in transit. 

It doesn’t take much overtime 
mailing to pay for a Postage Meter... 
to end overtime mailing. Our nearest 
office can give you all the details. 
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. IN APPEARANCE 
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This new TelAutograph telescriber is as modern 
as the modern service it performs in banks today. 
Linking: tellers to bookkeepers within one bank 
or between branches, it transmits account bal- 
ances instantly, accurately and secretly in writing. 


Investigate TelAutograph teller -to - bookkeeper 
service today! Find out how it saves time, saves 
errors, fixes responsibility, and improves cus- 
tomer service. 


Write for literature giving full details about this 
new TelAutograph and the valuable service it 
provides you. 


TELAUTOGRAPH CORPORATION 


16 West 61st Street New York, N. Y. 
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It's as easy as that. Liberty’s Patented Self 


Locking Binder Post holds valuable loose 
leaf records firmly in place so they cannot 
be removed and lost. Covers are of brown 
warp-proof presswood hinged with strong 
linen tape. Patented posts are self-locking 
and fool-proof. No tools needed. Office girl 
ean operate. Full range of post lengths. 
Covers any size, any punching. Label 


holders provided. Write for full details, 
prices and FREE Sample. 
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BANKING’S BIG PROBLEM 


(CONTINUED FROM PAGE 1}) 


would be paid while a part of the bank 
loan would be left to ride along. Such 
things made live stock lending hazard- 
ous. It did not provide for a sound 
liquidating program. : 

Yet the industry needed bank credit 
and we needed all the loans we could 
get. We sought a method whereby we 
could get together on a sound banking 
basis. We found it by making live 
stock loans on a budget arrangement. 
Under this method our borrower does 
not get his ten thousand dollars in one 
lump sum. Instead he gets it piece by 
piece as it is needed and according to 
a schedule submitted at the time the 
loan is granted. In this way, when the 
live stock is sold, the bank can be 
repaid without question because, in 
the meantime, we have kept a tight 
control on the transaction from begin- 
ning to end. Consequently we can 
lend more money to the live stock 
operators than otherwise we would 
feel justified in doing. 

A similar system of budgeting crop 


| loans to farmers has also worked well 


for us and for the borrowers. These 
budget loans are, admittedly, not 
traditional in country banking, al- 
though the Production Credit Cor- 
poration uses the system. It appears 
to us, nevertheless, that in these 
rapidly changing times, tradition has 
to be modified. Certain adjustments 
are necessary if wheels are to be kept 
turning. 


OWEVER, there are certain tradi- 

tions of the Valley National Bank 
which have been built up over the past 
40 years that we will not violate. One 
of these is that we insist that each of 
our 75,000 customers fully under- 
stands the particular service he or she 
When changes are inaugu- 
rated which we feel may not be clearly 
understood, our explanations are frank 
and detailed. Such straightforward 


| explanations have again and again 
| proved their worth. For instance when 


we inaugurated a service charge several 


_ years ago, it was the first of its kind in 


this area. And while the schedule of 


| rates was relatively high, particularly 





for communities where such charges 
had never before been made, we 
frankly told our customers, contrary 
to the policy of most banks, that it 
was designed to produce a profit for 
the bank. We stated further that no 
merchant, obviously, could afford to 
sell his goods at cost and hope to 
survive and the same thing applied to 
the banking business. We also told 
our customers that we were not inter- 
ested in retaining an excess profit and, 
to prove the point, we introduced cer- 


Lain elements into the schedule so that 
the customer could verify our position 
for himself. For instance we said to 
the customer that if he raised his 
average balance, or reduced the activity 
in his account, or if he were using other 
services in the bank which were profit- 
able, certain adjustments would be 
made in the service charge. 

The principal items in our service 
charge schedule are as follows: checks 
drawn at 2%¢ each, deposits al 4¢ 
each, deposited items at 114¢ each for 
the first 500 items and 1¢ each for all 
in excess of 500, 5¢ each for returned 
items. To these charges we add one- 
twelfth of 1 per cent for administration 
and overhead, or our desired profit. 
All these charges are based on actual 
costs computed semi-annually. Against 
these figures we set up the account’s 
earnings. This is arrived at by deduct- 
ing our reserve requirement from the 
daily ledger balance and then deter- 
mining the earnings on the net with 
respect to the bank’s own earnings. 
We adjust these figures as conditions 
change. If the Reserve Board changes 
our reserve requirement, we revise our 
requirements accordingly. So far as 
our own earnings are concerned, we 
determine each six months what this 
factor should be. We go along with 
the customer when reserve require- 
ments are revised up or down, and 
with the fluctuations in our own earn- 
ings. It has been necessary to make 
several adjustments of this character. 
and in each instance the customers 
were notified with a detailed explana- 
tion. In standard service charge 
practice we deduct the account’s ex- 
pense from its earnings. This gives 
us a monthly plus or minus figure. I! 
the account shows an earnings figure 
above the charges, we carry this for- 
ward on the analysis card and apply 
it in some subsequent month when the 
account shows a loss. Where a busi- 
ness is of a seasonal nature, this 
method, it seems to us, is the only 
reasonable one to follow. Take the 
customer who carries a $10,000 loan- 
able balance for six months out of the 
year and whose excess earnings over 
expense for that period amount to 
about $5 a month or an aggregate of 
$30; it doesn’t seem reasonable to 
forget all about these earnings during 
the next six months when the cus- 
tomer’s loanable balance may drop to 
$1,000 and the expense exceeds the 
earnings by, say, $4.25 a month. 
Therefore, we believe it is only fair 
that we carry the excess earnings for- 
ward until it is exhausted. Only then 
do we debit the account with a service 
charge. 

Evidence 


that this procedure is 
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sound are the many letters we have 
had from treasurers of national cor- 
porations commenting favorably on 
the system. Beyond this, we have 
found that no matter how disturbed a 
customer may be when he first sees a 
service charge ticket in his account, 
he appreciates our position once he 
reads the folder explaining how the 
service charge analysis works. This 
folder, in its completeness, illustrates 
the thoroughness of all of our pro- 
motional literature. The whole story 
is told. If the folder is on personal 
loans, we give as much prominence to 
the fact that in certain of our personal 
loan plans co-makers are required as 
to the fact that our interest rate is an 
economical one, the lowest available 
in the state. We have no desire to 
mislead a potential customer. We are 
of the opinion that there is enough mis- 
information rampant, already, as we 
found in a recent personal loan cam- 
paign among teachers. In the letter 
which was sent with our teacher’s loan 
folder, application form, return enve- 
lope, etc., we asked, point blank, why 
we were not receiving more loan 
applications from teachers. Our letter 
read in part: 

“From time to time we have sent 
out letters and literature describing 
a special financial assistance plan 
which we have for members of your 
profession. The Valley National Bank 
is only one of a number of lending 
institutions that has placed this type 
of service before your group. Of 
course we have no way of knowing the 
kind of response these other institu- 
tions have received. However, we do 
know that many hundreds of Arizona 
teachers have responded to our mail- 
ings and each year the number has 
increased. 

“Yet, we are perplexed. It seems 
strange to us that there are some 
Arizona teachers who have applied for 
loans to companies, both in and out 
of the state, whose rates are as much 
as 300 per cent higher than the rate 
we charge. There must be a reason 
for intelligent men and women borrow- 
ing money at a high rate when we are 
glad to lend them the money at a sub- 
stantially lower rate. We should like 
to find out why. 

“If you know the answer, we would 
appreciate it very much if you would 
take just a moment and tell us on the 
back of the enclosed application form. 
It isn’t necessary to sign your name..” 

We received several hundred replies. 
Some of the answers were amazing 
because, in spite of repeated mailing 
over a number of years, many teachers 
apparently were still not familiar with 
our teacher loan policies. While we 
have felt that our advertising has 
always been profitable and each year 
have increased our advertising budget, 
the replies to our teacher’s question- 


naire proved the point thal adjustment 
and change here, as in our other 
activities, was necessary. Of course 
this applies -generally to advertising 
of any business. 

Speaking of advertising, it might be 
interesting to note that we use all 
media to tell our story: newspapers. 
radio, direct mail, twenty-four-sheet 
posters and highway bulletins, street 
car and bus cards, window displays, 
blotters and other mail enclosures. 

Because of our rapid growth and the 
expansion, not only of our branch sys- 
tem but of our departments as well, 
we were faced with a rather difficult 
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personnel training problem. It meant 
devising training methods which would 
permit our rapidly expanding staff to 
grasp quickly present methods and at 
the same time to prepare for the 
growth of their particular depart- 
ments. A good example of this is the 
handling of personnel in our install- 
ment loan department which we 
started in 1934 and through which by 
1940 we were serving more than 50,000 
customers. We assisted our inter- 
viewers and speeded up both the inter- 
view and approval procedures by 
means of a grading sheet which the 
interviewer filled out during the course 
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of his discussion with the prospective 
borrower. Each factor contributing 
to the prospective borrower’s credit is 
given a value such as his employment 
record, his credit record, his income, 
his financial statement and his co- 
makers. Such a slide rule arrange- 
ment is not intended to take the place 
of sound banking judgment, but it 
does guarantee that every factor hav- 
ing a bearing on the applicant’s credit 
will be carefully studied and fully 
appraised. The experienced loan of- 
licer, which in the beginning our 
installment loan officers were not, can 
look at a risk and grade the factors 
involved because his broad experience 
has given him the ability to judge by a 
“sense of touch.” But because our 
staff has grown from 87 in 1932 to 
more than 340 today it was of the 
utmost importance that adjustment 
be made continually regarding their 
training, and that they be given all 
possible assistance. 

Our commercial loans, even though 
passed by men with long and sound 
lending experience, are also set up on 
a “‘graded”’ basis. These ratings are 
valuable not only at the time the loan 
is made, but when it has to be re- 
viewed. The method is a far cry from 
the older one of grading a loan after 
only a casual conversation. It, again, 
represents change. 

Yet these many changes, in our par- 
ticular case, have been made to pay 
despite generally unfavorable banking 
conditions and relatively low interest 
rates. At the end of 1932 we had, in 
round figures, $6,700,000 in deposits; 
today our deposits are above $42,000,- 
000. In the same period, our loans 
and discounts have gone from a shade 
less than $3,000,000 to over $20,000,- 
000 while our capital funds have been 
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stepped up from $1,312,000 to $3,230,- 
000. During this entire time we have 
had to scramble constantly to main- 
tain earnings and, though the per- 
centage earned on deposits has de- 
clined, we have held our own rather 
well. Indeed, we would have done 
better than hold our own had it not 
been for the anachronistic method of 
taxing banks in Arizona. Bank taxes 
in this state are levied against capital 
structure. Taxes go up with every 
increase in capital, surplus, undivided 
profits and reserves. Also, instead of 
appraising bank capital at 60 per cent 
or less of its actual value, as is cus- 
tomary here in the case of real estate 
and other business property, banks are 
assessed at 75 per cent of the actual 
value. The result, of course, is to 
penalize banks who desire to build 
their capital structure. In spite olf 
this, we have added to our capital in 
every recent year to the extent of 
more than two-thirds of our earnings 
and so have kept pace with our rapid 
deposit growth. 

There is perhaps no better com- 
mentary on the changing character of 
the banking business, as it applies to 
us, than the changing source of our 
earnings from 1933 to 1939. In 1933, 
48 per cent of our total earnings was 
drawn from securities, while in 1939 
only 10 per cent came from this source. 
Again, in 1933, 37 per cent was de- 
rived from commercial loans, whereas 
in 1939 only 25 per cent came from 
them. Other income in 1933 amounted 
to 14 per cent of all earnings and in 
1939 it had doubled, indicating the 
value of various service fees. But 
more important is the fact that while 
in 1933 we had no installment loan 
income and no income from FHA 
mortgages, these sources now con- 
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tribute 28 per cent and 10 per cent 
respectively to our gross earnings 
figure. In other words, income sources 
of which we knew nothing in 1933 
gave us nearly 40 per cent of our earn- 
ings in 1939. 

Changes of such a broad character 
indicate the widest need for change in 
bank policies. That is why it seems 
to us that the ability to adjust quickly 
and fearlessly is a basic problem of the 
country bank in these changing times. 

Sl » = 


PERSONALIZED 
CHECKS 


(CONTINUED FROM PAGE 23) 
which would enable us to recover all 
our costs, which at that time was 
approximately 75¢. 

This “personalized” check service 
was started in June of this year. At 
the end of the first six weeks we had 
sold it to approximately 600 deposi- 
tors. We are now on the second 
thousand customers, and we have only 
approximately 10,000 commercial ac- 
counts on our books. We did not 
discontinue giving out the old leather 
check book covers or free checks. We 
tell the new depositor about our 
“personalized” checking service, point 
out its advantages, show him a sample 
folder and let him make the decision. 
The result is that about one out of 
three buy this service in preference to 
receiving the other free. Under the 
old set-up, when we gave out a leather 
check book folder, pass book, and § 
books or 200 checks, it cost us approxi- 
mately 67¢. Under the “personal- 
ized”’ check service we recover all of 
our costs and have a margin of about 
4¢ profit on each new customer. This 
means an actual savings of 71¢ on 


| each new account. 


We also charge 50¢ on all subsequent 
orders of 200 checks, which covers all 


| our costs plus a few cents margin of 


| profit. 


We furnish free of charge 
additional pass book, deposit and check 
record folders. The accounts of cus- 
tomers using “personalized” checks 
are under complete analysis and sub- 
ject to the same service charges as all 
other commercial accounts. 

This idea has worked out exception- 
ally well with us. Our pioneer work 
has been completed; the idea is now 
selling itself. Customers come in 
every day to get a folder and checks 
like their friends are using. One of the 
other local banks recently made this 
service available to its depositors too, 
and we are getting many inquiries from 
out of town. We like the idea because 
it answers a need, pleases our cus- 
tomers, and it has enabled us to turn 
an expense into a profit. 
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INVESTMENT 
FORMULA 


(CONTINUED FROM PAGE 14) 


pig’ bank has been over-conservative 
or inefficient, in that it is receiving less 
income than it could conservatively 
expect. However, the management 
may feel that sound policy requires an 


ultra-conservative course for the 
present. 

Our bank differentiates between 
“program” and “policy.”” The pro- 


gram which we have just described 
indicates the minimum reserves we 
should hold and the maximum of 
longer term bonds. It is_ usually 
changed only once a year and then the 
change is generally slight. Policy on 
the other hand may be changed often 
within the framework of the program, 
depending upon the outlook for money 
rates or other factors which are likely 
to influence the market action of bond 
prices. 

The proof of the pudding is in the 
eating. This bank has used an invest- 
ment program since the summer of 
1933, and since the beginning of 
January, 1934 has operated at a net 
profit every year. To be sure, the 
adoption of a program will not assure 
profitable operation and the real test 
for all of us lies ahead. However, since 
the real test does lie ahead it seems to 
us particularly important that we be 
in a position to face it with confidence 
so far as we are able. Furthermore, 
there is a great satisfaction in the 
knowledge that you exercise some sort 
of control over the destiny of your 
foster child, the bond account. 

© A e 


50 YEARS OF 
BANKING 


(CONTINUED FROM PAGE 20) 


had bank examiners and bank exami- 
nations. Of course he —it was often a 
single individual —came unannounced. 
He counted the cash, checked the 
bonds, figured the market values, ran 
up the notes and looked them over, 
made a few memoranda in a little 
book, gave the bank a casual survey, 
talked with the directors, and some- 
times had them sign a paper that the 
bank was solvent and well managed. 
He came back a few months later and 
did the same thing. The numerous 
schedules and the lengthy and ex- 
haustive breakdowns and analysis and 
comment of which the present day 
examination is composed, are ll 
developments within my memory. It 
has been a remarkable transformation 


in efficiency, exactness and thorough- 
ness. The development of the auto- 
mobile, which has taken place within 
my life span, has been no more re- 
markable than the development of 
banking in its technique and in its 


supervision. 
The old time banker knew his 
people. He discounted notes on his 


own knowledge of the man and his 
business and not from credit state- 
ments. David Harum has been a 
popular old time favorite because he 
typified the old time banker. Many a 
bank’s credit department was where 
David kept his, under his hat. It is 


3] 


within the last filty-year span that the 
credit department in banking has 
been born. A systematic setting forth 
of credit facts is not very old, perhaps 
not over thirty years. I believe it was 
the late James G. Cannon of the old 
Fourth National Bank who is said to 
have opened the first credit department 
as such. And, speaking of the old 
“Fourth,” who among the bankers 
reading this remembers such names as 
“The Shoe and Leather,” the “Im- 
porters and Traders,” the “Butchers 
and Drovers” and other old timers, so 
named because they were created to 
cater to certain lines of business, or 
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represented a sequence in numbers 
that gave them rank in the National 
Banking System as to their organiza- 
tion. And I sometimes wonder how 
many present day bankers will leave 
indelible marks upon banking as some 
of our forebears in this line have done. 
Will there by any Hamiltons or Hep- 
burns or Gallatins? 

In those days we knew the man; we 
knew his accomplishments and _ his 
ability and his means, the “Three 
Big C’s of Credit.” in a crude but not 
unsuccessful way. The bankers of 
those early days were lenders of money 
and not. buyers of bonds as we latter 
day bankers have had to be. Loans 
were a major not a minor asset. 
Banks held “‘governments” for circula- 
tion purposes, but not much else. 
They surely did not have 30, 40, or 
50 per cent of their assets in cash and 
government bonds. They thrived 
because they had good borrowers who 
paid the legal rate for money. Shading 
interest rates was not the rule but the 
exception; and the spread between 
what banks received and what they 
paid left a comfortable margin of 
profit. When the craze for paying 
interest on daily balances was in vogue 
it spread like an epidemic. In fact 
some bankers frankly stated that their 
idea of banking was to buy deposits. 


And I could name one bank, no longer . 


in existence, that paid interest on 
practically every dollar of deposits it 
possessed. 


[IDURING my entire banking career. | 

have had something to do with mort- 
gage lending. Of all the transforma- 
tions in banking, nothing can compare 
with the changes in respect to lending 
on real estate. For some forty of these 
fifty years, banks placed mortgages on 
a more or less permanent basis. I may 
overdraw this picture, but not greatly 
so. Twenty-five years ago the bor- 
rower approached the banker and 
asked for a loan on his real estate. 
A simple application was made out 
briefly describing the property, but 
there was nothing about the borrower. 
his job, his age. We were lending 
upon the security of real estate 
pledged, mind you, and not to a man 
who owned real estate. A group of direc- 
tors or trustees looked over the 
property, and “looked” it over is the 
word. They placed a value upon the 
land and the buildings, added the 
two, took 50 or 60 per cent of that 
figure and reported the loan favorably. 
It went to the board and was approved; 
then to the attorney who drew the 
papers, made the “search,” placed the 
mortgage on record and the bank 
opened the mortgage account. Periodi- 
cally the interest was collected, and 
from time to time, perhaps, the tax 
record was examined, but taxes were 
not regarded as a serious challenge to 
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the safety of the loan. No thought 
was ever given to the payment of the 
loan. It was a fixed investment for 
the bank as well as for the borrower. 
It was a debt he would never have to 
pay. Did not a leading real estate 
man and a heavy lender on mortgage 
security say to a class of which I was 
one, some thirty years ago, “If vou 
would be willing to take over the 
property for the face of the mortgage 


‘plus costs of foreclosure, vou have a 
Pp ’ 


good mortgage?” 

Thousands of mortgages have been 
made on that simple formula or proce- 
dure, and allowed to run indefinitely. 
I have satisfied a lien fifty-seven years 
in the running. The better managed 
banks, of course, made inspections 
from time to time and may even have 
checked taxes systematically, but the 
majority I fear just let things drift 
until they got the shock of the Great 
Depression. It is only within com- 
paratively recent years that taxes 
have been given their proper atten- 
tion. No one ever thought real estate 
could take such a beating as it has 
since the collapse of 1929. We had 
been taught that real estate was the 
most stable of all material things, 
except perhaps gold. If you knew 
your stuff you were safe in lending on 
real property. A man tied to the soil 
was thereby a better man and a better 
citizen. .A man’s home was his castle 
and he would defend it to his death. 
He would sacrifice anything to keep it. 
He would not easily abandon it. A 
taxpayer was a better citizen than a 
mere rent payer. He had a stake in 
his country. 

The Great Depression has changed 
many of our old time ideas about real 
estate and mortgages. We have been 
to school again, an expensive school at 
that. We have seen values crumble 
and banks close because of the crum- 
bling and the freezing of their assets. 
We have had deeds handed to us on a 
silver platter and foreclosure forced 
upon us by delinquent debtors. The 
HOLC took some, but not all the 
headaches out of mortgage lending. 
Bankers have become landlords instead 
of interest collectors. A certain banker, 
years ago, showed me with some pride 
a map of his mortgage loans in a cer- 
tain community. It looked like a sheet 
of fly paper that had done its work. 
1 tucked that away among my souve- 
nirs of banking, and when, years after- 
ward, I found on his statement some 
$2,000,000 in Real Estate Owned, I 
wondered how many of those black 
dots were now rented or maybe 
vacant properties instead of ‘“‘good”’ 
mortgages. And yet, when I first 
went to work in that little up-state 
bank, it had so much real estate on its 
books that it took a full ledger page to 
list it; but it is still a going bank, ten 
times as large and ten times as good. 





Somehow that load of real estate did 
not carry it down. Like the French- 
man who, when asked what he did 
during the Revolution, replied “I sur- 
vived,”’ so it has survived. 

Today you do not drive past a 
property in a horse and buggy and give 
it the once over. You measure it; you 
inspect it; you look at the construc- 
tion, the timbers, the plumbing, heat- 
ing, the roof, the layout, the bath and 
the kitchen and the garage. You look 
over the neighborhood. You give 
each factor a rating on your rating 
sheet. Moreover, you measure the 
man, his age, his job, his dependents. 
Can he and will he, in all likelihood, 
outlive the term of this mortgage and 
can he carry this load? Today you 
never, or scarcely ever, make a straight 


mortgage. You make an installment 
mortgage with fifteen, twenty or 
twenty-five years to run. In fact you 


ask the borrower to deposit a certain 
amount monthly, or he will ask you 
how much he must pay monthly to 
cover interest and taxes and pay off 
the principal in a given time. Fashions 
have changed in mortgage lending, 
greatly. Essentially the borrower is 
paying rent but paying for his home 
at the same time. Today, you do not 
sell real estate. You sell monthly pay- 
ments. The public likes it. The idea 
has sunk in. Had every mortgage 
made within the past half century 
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been made according to present day 
standards and procedure, many a 
home owner would now be sitting 
beside his own hearthstone in a free 
and clear property, and many a bank 
would be open that is now shut; and 
those that are open would have 
avoided losses that in their total rival 
the government debt in the prodigal 
use of ciphers. 


JN those days, the banker stood out 
amongst his fellows as a super-man, 
a superior man. There was an air of 
distinction and dignity about him. 
Even a bank teller was envied for his 
position of trust. The banker was 
more than a money lender and a money 
counter. He was friend and counsellor 
and confidant of his people. You 
almost tipped your hat as you passed 
his house. Whether we of the present 
day engender that wholesome awe 
and respect I do not know. Whether 
the banker has sunk in public esteem 
on the whole, I cannot say. Do the 
boys and the girls of your town and 
mine look upon you arid upon me as ] 
once looked upon that gray haired 
bank cashier with a gold pen behind 
his ear? I sincerely hope they do. 
Without opening a history book, or 
any other book for that matter, | 
chronicle events as they occur to me. 
as outstanding in the years that have 
passed, in the hope that those who 
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are “getting along in years” will 
remember them with interest, and fill 
in the text as I give the headings. 
The “‘hard times” of the early nineties; 
the era of the bicycle; the coming of 
the automobile; the fight for sound 
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money; Bryan and his “16 to 1,” which 
few understood then and do not now; 
the Spanish-American War; the sink- 
ing of the Maine; the Panic of 1907; 
the agitation for a better banking 
system and the coming of the Federal 
Reserve; the World War and Liberty 
Bonds; the Armistice and Peace; the 
real “Golden Glow” of 1920-30; the 
“big money” days and the Coolidge 
Prosperity; the stock market gambling 
and the crash of 1929; the beginning 


. 


of the Great Depression; the Bank 
Holiday; going off gold; devaluation: 
the collapse of banking and its renais- 
sance; the RFC; the FDIC; the NRA: 
the FHA; and, now the Second World 
War. What a kaleidoscope it all 
makes. And yet all within the 
memory of a fifty-year banker, which 
is not long as history goes, but a long, 
long time in the living. Packed with 
memories, hopes, fears, worries, suc- 
cesses and failure, half a hundred years! 
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CANADIAN BANKING 


(CONTINUED FROM PAGE 26) 
that bank earnings are largely in- 


| creased as a result of the war. Notwith- 


standing higher current loans, Federal 
taxation had practically doubled, pro- 
vincial taxes had not been reduced, 


| and any small margin of added earn- 


_ unavoidable losses in 
| industrial adjustment. 


| final 





ings that might be left lo the banks 
would not be too large to provide for 
the after-war 

He declared 
that both the Bank of Canada and the 
Foreign Exchange Control Board had 


| done an efficient, far-sighted job. 


*“\ nation’s war effort must, in the 


analysis, be governed by its 
| financial strength,” he stated in his 
| formal address. He sharply con- 


demned suggestions for inflation or 
“funny money”; warned that taxation 
if carried to extremes could, by its 
impact upon inventories, produce all 
the privations of deflation; expressed 


_ decided confidence in regard to the 


wheat problem, ‘‘and that in the long 
run every bushel of grain that we 
grow will be needed’’; stated that in 
view of the part played by Canada’s 
mines in supporting the nation’s war- 
time buying strength, governments 
should give every encouragement to 
mines to increase their production; 
declared that he had no misgivings 
that Canada’s purchases of materials 
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and equipment in the United States 
may have to be reduced; and ex- 
pressed confidence in the British 
Empire’s ultimate victory. 

Mr. Jaffray was re-elected president 
of the CBA. Vice-presidents elected 
were Charles St. Pierre, general man- 
ager, Banque Canadienne Nationale; 
F. Hl. Marsh, general manager, Bank 
of Toronto; G. W. Spinney, joint 
general manager, Bank of Montreal; 
A. E. Arscott, general manager, Ca- 
nadian Bank of Commerce. 
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DEFENSE 
ROLE 


(CONTINUED FROM PAGE 17) 


build the plant and the government 
reimburses him for its cost over a 
five-year period, at the end of which 
the government will own the plant un- 
less the contractor exercises his option 
to purchase it at cost less depreci- 
ation. An EPF contract is therefore 
excellent collateral for a bank loan 
since amortization by the government 
is assured if the contract is fulfilled. 

Emergency plant facilities contracts 
will naturally be large and relatively 
limited in number, and the great bulk 
of defense production is being done 
under sub-contracts and under ordi- 
nary supplies contracts let by the 
various branches of the Army and 
Navy either under competitive bidding 
or by negotiation. Many of these 
supply contracts require the erection 
of new plants or additions, and while 
the government does not undertake 
to pay for this construction the new 
facilities are likely to be of value for 
ordinary commercial purposes and 
their cost in most cases will be re- 
covered by sale of the goods to the 
government. While supply contracts 
are, therefore, not quite as good secu- 
rity for a loan as the EPF contracts, 
banks are expected to advance working 
capital to these contractors where 
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nk needed, particularly where the banks rates to any reputable manufacturers information to potential contractors 
n; are familiar with the credit rating and who have defense contracts if such .and in arranging necessary credit for 
1S- business operations of these supply credit cannot readily be had from them. 
A; contractors and sub-contractors. banks.” A very useful booklet on ‘National 
Id While commercial banks will sup- In spite of the low interest rates Defense Loans” has just been issued 
all ply most of the funds needed by de- offered by the RFC, Mr. Jones has_ by the American Bankers Association 
he fense contractors in getting into pro- stated that he expects commercial which deals particularly with the 
ch duction, the administration does not banks to provide the bulk of the funds assignment of contracts as security for 
8, intend to permit “credit bottlenecks” needed as working capital by defense bank loans. It contains the text of the 
th to interfere with its program, and the contractors and sub-contractors. Where assignment of claims act, a summary 
Ic Reconstruction Finance Corporation banks are in doubt about extending of the emergency plant facilities con- 
Ss ‘and its subsidiary, the Defense Plant the credit desired they may take tract, assignment forms, and suggests 
Corporation, stand ready to co-operate advantage of the usual RFC machinery principal things to be considered in the 
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extend such credit outright if the con- tion or by a take-out agreement. A number of large banks, notably 
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of the plan to insure sufficient credit loans to industry for several years. this subject. The November issue of 
to defense suppliers Jesse H. Jones, the Monthly Law Digest of the Na- 
ni Federal Loan Administrator, an- O make it easier for banks to ad-_ tional Association of Manufacturers is 
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: cent, but-Mr. Jones explained that an on their assignment or use as collateral, and announcements as well as a list of 
a EPF contract is virtually a govern-_ the adoption of standardized forms will contracts and awards made. Names 
” ment guarantee of payment, subject greatly facilitate their use. of government contractors may also 
only to the ability of the contractor to Most banks probably have already be obtained currently from the Na- 
fulfill the contract, and that a short- received from one of the Reserve tional Defense Advisory Commission 
term, amortized loan of this nature is banks some general instructions about or from the Office of Government Re- 
a good investment at 1% per cent their part in the defense program, ports in Washington, and such lists 
provided the terms of the loan and of together with a request that they may be useful to sub-contractors in 
the contract backing it are satisfactory report pertinent data on local manu- 
to the lender. facturing plants not now on the lists 
“It is my understanding,” Mr. Jones to receive Army and Navy bid invita- 
wrote to P. D. Houston, president of tions. Special information about par- 
the American Bankers Association, ticular problems may be obtained from . 
nt “that the War and Navy Denvartments a variety of sources, and a consider- R fAD Ne bi 
a intend that the emergency plant facili- able file of applicable data can be built wordt 
*h ties contracts now used by them should up by a banker to assist in giving “ilay air 
n- be relied upon as an obligation of their cae I “ake 
yn respective departments. This should 
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d. high rate for a government-guaranteed writing — with the famous... handi-pen 
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getting business. The Reserve banks 
are supplied with quantities of the 
latest revisions of two useful govern- 
ment publications, ‘Selling to the 
Navy” and “Army Purchase Informa- 
tion Bulletin,” both explaining pro- 
curement procedure and listing the 
purchasing officers for different types 
of material in various sections of the 
country. The government’s end of 
the legal points involved in assign- 
ment of contracts is contained in a 
mimeographed Circular Letter No. 447 











issued by the Procurement Division of 
the Treasury Department. Press re- 
leases of the Army, Navy, and Defense 
Commission may also be of value, but 
in general bankers can obtain reference 
to needed material through the Re- 
serve banks and branches. 

Defense officials are enthusiastic 
about the possibilities of increasing 
production of needed articles by mak- 
ing greater use of small factories. They 
point out that just as modern war is 
“total war,” so defense must be “total 
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defense,” by which they mean com- 
plete industrial mobilization, with 
every business unit contributing a part. 
In nations now at war this principle 
has been carried to an extreme not 
planned for this country, but the 
program of bank co-operation in en- 
listing small factories which may be 
partly idle now or which can be di- 
verted from luxury to military produc- 
tion is counted on to put the defense 
procurement program over on schedule 
without unduly disrupting business. 


COURT DECISIONS 


(CONTINUED FROM PAGE 25) 


she had signed the note, the court ruled 
that she was not liable. 

“The rule is well settled,” said the 
court, “that upon the filing of a plea 
denying generally the execution of the 
paper, the burden is cast upon the 
plaintiff to show that the defendant 
executed the paper or that it was 
executed by some one authorized to 
bind him.” 

Often the only proof available to a 
bank in such instances is the testimony 
of officers or employees who were 
present when the note or other paper 
was signed. Which explains why some 
banks make a point of keeping in- 
formed of the whereabouts of former 
employees or officers for a considerable 
length of time. (Cox vs. Nance, 143 
Southwestern Reporter, Second Series, 
897.) 
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Safe Deposit Tax 


May a State tax the safe deposit 
business of a national bank? 

Such was, in substance, the question 
recently presented to the Supreme 
Court of the United States by a 
national bank in Colorado. 

Pointing out that Congress permits 
State taxation of only the shares and 
real estate of a national bank, the 
court said: 

“Congress has not legislated against 
taxation of the customers of national 
banks. As the Colorado Act requires 
the safe deposit tax to be added to the 
charges for service as a separate and 
distinct item and makes it a debt from 
the user of the services until paid, the 
tax is upon the user of the safe deposit 
boxes, not upon the bank.” 

In upholding the Colorado safe 
deposit tax as a tax on the safe deposit 
box user and not on the bank, the 
court recalled that in one case it had 
approved a State tax assessed on the 
deposits of customers of national 
banks. (Colorado National Bank vs. 
Bedford, United States Supreme Court, 
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Lawyers’ Edition, Advance Opinions, 
Volume 84, page 730.) 
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Judgment Note 


Banks located in States which 
recognize so-called judgment notes 
like such instruments because they 
enable the bank to enter judgment 
without the delay and expense of a 
lawsuit. But there’s a catch! 

“The note given by the defendant,” 
says the Superior Court of Pennsyl- 
vania in a recent case, “‘authorized the 
entry of judgment before maturity 
and, therefore, was not a negotiable 
instrument.” 

Where the entry of judgment is 
authorized at or after maturity, ne- 
gotiability is not destroyed; but, as 
the court points out, the instrument is 
non-negotiable if it authorizes the 
entry of judgment before maturity. 

The holder of a_ non-negotiable 
instrument is subject to all the 
defenses and equities which the maker 
has against the payee. (Sprenger vs. 
Litten, 15 Atlantic Reporter, Second 
Series, 527.) 
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Sealed Instrument 


Where a contract or other document 
is executed under seal, the obligee of 
the transaction acquires two important 
advantages. First, the statute of 
limitations ordinarily allows a much 
longer time for suit on documents 
under seal than for contracts not under 
seal; and second, the presence of the 
seal is said to import consideration. 

In a recent Pennsylvania case suit 
was brought on a_ non-negotiable 
instrument under seal. Failure of 
consideration was one of the defenses 
raised, despite the fact that Pennsyl- 
vania follows the rule that considera- 
tion is presumed where the document 
is under seal. 

“A defense on the ground of failure 
of consideration,” said the Superior 





Court of Pennsylvania, “is not an 
attack upon the instrument nor an 
attempt to modify it. Want of con- 
sideration would contradict the terms 
of the instrument, while failure of con- 
sideration does not do so, but shows 
that the consideration contemplated 
was never received. In cases of sealed 
instruments, while a plea of want of 
consideration will not be entertained, 
failure of consideration may be 
shown.” 

Want of consideration ordinarily 
means that no consideration was paid 
or contemplated by the terms of the 
document; failure of consideration 
usually means that while the document 
contemplated and even mentioned con- 
sideration, it was never delivered or 
received. Failure of consideration is 
often found as a defense in cases where 
the consideration was supposed to be 
received after the execution of the 
instrument. Claims that goods were 
not delivered or that services were not 
performed are common examples of 
“failure” of consideration. (Sprenger 
vs. Litten, 15 Atlantic Reporter, 
Second Series, 527.) 
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Deceased Payee 


Banks concerned in the administra- 
tion of decedents’ estates are some- 
times in doubt about the status of 
notes found among the dead man’s 
assets. The notes name him as payee, 
but the makers or other obligors claim 
to have paid them either wholly or in 
part. 

In such a case the Court of Appeals 
of Kentucky recently said: 

“The two notes having been found 
among his papers after his death, the 
presumption is that these notes had 
not been paid, in the absence of proof 
to the contrary.” 

Certainly it’s not unreasonable to 
ask the makers to produce receipts or 
some other proof of payment! (Goff 
vs. Charles, 143 Southwestern Re- 
porter, Second Series, 866.) 
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BUILDING COSTS are 





B= is good...and getting better. Building 


costs, due to a growing shortage of labor and 
material, are advancing rapidly. To delay construction 
now means paying more later. Farsighted bankers 
are building and modernizing NOW and saving money. 


> A COMPLETE ARCHITECTURAL-BUILDING SERVICE 


Be it a complete new building, complete or partial re- 
modeling, new interior equipment...no matter how large 
or small the job...we handle everything. A staff of ex- 
pert designers and builders is at your command. 


m@® YOUR PROBLEM IS STUDIED BY OUR PLAN BOARD 
Five key men ... whose combined experience totals 116 
years ...study, plan, check and approve every step of your 
job. They built their first bank in 1912. Since then they 
have worked with over 1,000 banks. 


m@ COMPREHENSIVE PRELIMINARY SERVICE 
You know in advance what the finished job will be and 
how it will look. Full-color architectural sketches, plus 

4 detailed specifications that are easy to understand, are 
submitted in advance for your approval. 


DESIG 


@ subsidiary, who 
design, build, mod- 
nize and equip 
@mmercial build- 
ings and interiors 


‘ 


When you modernize, be sure you merchandise. Our 
ability to help you do it is why bankers prefer our 
service. Our jobs more than “look nice”... they 
increase efficiency, reduce overhead, attract more 
customers, pay out quicker in profits. Here’s why... 


™® OUR SINGLE CONTRACT COVERS EVERYTHING 
... from preliminary plans to “grand opening.” Responsi- 
bility is wndivided, multiple profits e/iminated. Our con- 
tract includes design, construction, furnishings, equipment 
... everything. No sub-contractor annoyance or expense. 


m WE GUARANTEE THE COST IN ADVANCE 
Our plan anticipates all factors which may affect costs 
before... NOT after... construction is begun. We tell 
you what will be done for a specified price and then 
GUARANTEE to produce it at that price. 


m® A BANK CONTRACT EVERY 10 DAYS FOR 29 YEARS 
... that’s our record... proof that bankers everywhere 
prefer our ability to merchandise space to ordinary methods. 
Get the kind of a job you've always wanted. For full 
information...no obligation... MAIL THE COUPON! 
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FOR A BANK'S COMMERCIAL 
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